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Complete Financial Library 
in 8 Volumes 


HESE are standard books published by THE MAGAZINE OF 
WALL STREET on modern security trading and investing. Writ- 
ten in a concise, easily understandable, manner they give you 
the result of years of research and successful market operation— 
the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 


(No. 1) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself. Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 2) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No.3) How to Invest for Income and Profit 
Explains the fundamental principles essential to profitable 
investing under the new market conditions. Written during 
the depression, it outlines the new policies and procedure 
necessary for profitable investing in these times. 


How to Secure Continuous Security 


(No. 4) 
Profits in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of THE MaGazINnE or WALL Street base their judg- 

ment in the selection of securities. 


(No.5) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 

ment through which you may become financially independent. 

Shows how to budget your income; to save; the kind of 

insurance most profitable, etc. 

(No.6) Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


Cardinal Investment Principles upon 
which Profits Depend 
Tells how to put your financial house in order—how to 


make your plan and carry it out after it is made.. Bridges 
many danger spots which otherwise could be avoided cnly 


through costly experience. 


(No. 8) 


(No. 7) 


The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 





The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 
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LEASE serd me your complete library of 8 Standard 
Books on Security Trading and Investing. 


(1 $10 Enclosed. 


aioe send me books as listed above: Nos. 1-2-3-4-5- 
6-7-8. (Simply check books desired, remitting $2.25 if 
only one is ordered, or $1.50 each if sets of two or more 
books are ordered.) 
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C1) Please mail me, without obligation, your descriptive book circular. 


























We believe the pres- 
ent time is opportune 
for the purchase of 
sound stocks for in- 


vestment. 


Our Statistical De- 
partment has pre- 
pared a list of sug- 
gestions which we 
shall be pleased to 
send to investors on 


request. 


Ask for M. W. 536 


John Muir. @G 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Office—11 West 42nd St. 


























To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of pobleations carrying your next divi- 
notice 
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Two years and 6 months ago A. W. Wetsel asked: _ 


“How LONG: 


received his 


Those who 


is Long Pull’?”’ 


benefited. 


answer 


Today a few more blunt questions are asked. 
Those who seek the answers should vastly benefit. 


Two years and six months ago, 
in this publication A. W. Wet- 
sel asked the question “How 
long is ‘Long Pull’?” At that 
time many, perhaps the majority 
of investors believed in the pol- 
icy of “Buy outright and hold 
for the Long Pull.” Mr. Wet- 
sel revealed the dangers lurking 
in that policy—pointed out the 
utter impracticability of making 
long term predictions and the 
fact that followers of such a 
policy would be certain to miss 
many fortune-making opportu- 
nities in a declining market. 
Those who followed his advice 
vastly benefited. 


The Problem Today 


Now the problem confronting 
many people is how to protect 


their remaining capital and sup- 


plement their shrunken incomes. 
And so today these blunt 
questions are in order: 


“Are you still following the 
same principles you applied in 
1929? 

“If so, do you not realize that 
it was these principles, not the 
bear market, which caused your 
losses ? 

“Tf you are still following poli- 
cies which caused losses can you 
depend on them to PROTECT 
your present capital against 
further loss ; do you expect these 
policies to increase your income, 
to say nothing of recouping your 
losses and forging on to new 
gains?” 


Nore: On October 22, 1931, 
Mr. A. W. Wetsel and essential 
members of his staff resigned 
from and severed all connec- 
tion with the Wetsel Market 
Bureau, Inc., and established a 
new organization which has 
afforded investors the continu- 
ation of Mr. Wetsel’s invest- 
ment and trading services, The 
A. W. Wetsel Advisory Serv- 
ice is an organization standing 
for independent investment 
counsel and has no connection 
with any other organization 
whatever. 
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The Answer 


Yet all these things are possi- 
ble. But you must substitute 
new, SOUND methods for those 
which have failed you. Fallacies 
and half truths about investment 
are the real causes of loss—NOT 
bear markets. And sound prin- 
ciples and practices PROTECT 
your capital and accelerate its 
growth—nor bull markets. 


These facts are proven and 
clearly illustrated—many of the 
fallacies which misguide invest- 
ors are exposed in the clear light 
of experience and reason—in a 
valuable article by a member of 
the staff of the A. W. Wetsel 
Advisory Service. 


Methods That Protect and 
Produce Results 


This article shows that you 
need not wait to enjoy the berie- 
fits of correct investment man- 
agement—it shows why you 
need not fear further market de- 
clines or even possible failures 
on the.part of corporations—but 
on the contrary how you can put 
these methods to work for your 
protection and gain—at once. 


Fill in the blank below and we 
will send you ‘How to protect 
your capital and accelerate its” 
growth—through_ trading” 
without obligation. 


A. W. Wetsel Advisory Service 


1540 Chrysler Building 
New York, N. Y. 


Send me, without obligation, article by E. B. Har- 
mon, “How to protect your capital and accelerate 
its growth—through trading.” 

















 Whdctoationes 
at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and  semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home: 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 





231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments.—The Case of the 
Cautious Investor. — Assuming 
the Risk Involved—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings System —How to Create 
an Income Worth “Budgeting.” 


Postpaid $1.00 


Only a Limited Quantity Avail- 
able at This Special Price. 


eeeeeee Mail Today -«sesae 
Aug. 6-A 


The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 





Enclosed is $1.00. Please send me a 
copy of “Financial Independence at Fifty.” 
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City and State ...... bone ches sopase 


( Please send me without obliga- 
tion your descriptive book cirelar. 
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A. WITH THE EDITORS 














Killing the Goose That Lays 
the Golden Egg 


E have had, naturally, .occa- 

sion to make many contacts 

with the Department of Com- 
merce, which is an unequaled source 
of business information. We have also 
personally observed its work both at 
home and abroad, and-can assure our 
readers that it is alert, practical and 
energetic. We know of our own 
knowledge of many particular in- 
stances where it has served American 
business in the most practical dollars- 
and-cents way. It strikes us as being 
a big collective hired man of American 
business—doing for all of us what none 
of us could do for ourselves. Its work 
is indispensable. 

We are inexorable in our insistence 
on economy in government expendi- 
tures. We applaud Congress for cut- 
ting departmental budgets by 500 mil-. 
lion dollars and criticize it for not mak- © 
ing the slash larger. But we resent 
the inequity of making the relatively 
small appropriation of the efficient 
Commerce Department — representing 
only 1.5 per cent of the budget — 
stand a cut of 27 per cent, while 
the big, over-manned and superfluously 
bureaued departments, with their 


abundant political contacts and job op- 
portunities, were let off with an aver- 
age reduction of 5 per cent. Its friends 
deserted it when “locust swarms” of 
lobbyists were opposing reductions of 
other departments. In fact, business 
men and business organizations, carried 
away by their laudable enthusiasm for 
economy, actually picked their own 
great business-help department of the 
Government for particularly vicious 
and unreasonable onslaughts. 

While this was going on, the busi- 
ness community was making un- 
precedented demands on the facilities 


of the department. 


What the practical effect of the re- 
duction may be is reflected by the fact 
that one business group is reported to 
be willing to put up $10,000 a year 
to have certain services continued. But 
the small and isolated business men 
who are relying upon the assistance of 
the department cannot afford to make 
such contributions. Undoubtedly they 
will be glad to pay fees for? particular 
services, but the loss of the facility will 
be disastrous to them. 

It is a sad commentary on business 
as well as Congress that while the prac- 


tical and non-paternal help the Govern- 
ment gives to business in return for 
taxes was being both hugely and pettily 
curtailed, not a hand was effectively 
raised to reduce the fearful drain of 
the veterans’ bureau, at least half of 
whose expenditures is nothing but a 
corrupt sop to the soldier vote, and to 
the least patriotic part of it at that. 

The Department of Commerce is 
what it is largely because it performs 
functions promotive of American busi- 
ness at home and abroad which cannot 
be performed by private agencies. Its 
activities have been enlarged from time 
to. time chiefly by the initiative of busi- 
ness. It is a supply created by demand. 
Yet its sponsors have stood by while it 
was being sacrificed—not to economy 
but.to politicians. 

With a trade war raging throughout 
the world we have reduced our forces 
and deprived them of their equipment. 
While we desperately need every trade 
dollar we can get we have bled the 
Department of Commerce white in 
order to perpetuate monstrous profli- 
gacy in departments that consume but 
do not make dollars, either for the 
Government or Citizens. 








In the Next Issue 


Weighing the Prospects of Early Recovery 


By JoHn D. C. WELDON 


Where Do We Stand On Such Problems As 


—Adjustment of Corporate Debt 
—Are Receiverships Inevitable? 


—Maladjustment Between Prices of Raw and 


Finished Goods 
—Corporate Earning 
—Replacement Demand 


—Natural Price Increase or Inflation 
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Readers of The Magazine,of Wail Street 








3 ; Brief Statistical Reviews and Expert Ratings of Over 
Self: Interp reting 1600 Listed Securities—Alphabetically Arranged. 
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UR monthly ApyusTaBLE STocK RATINGS are of 

inestimable help to all subscribers to THE Maga- 
ZINE OF WALL STREET in keeping up to date on all 
securities in which they may be interested and in 
checking changes in the outlook for securities previ- 
ously purchased. 


Now, more than ever you will want the guidance of 
THE MaGaziINE oF WALL STREET supplemented by 
our ADJUSTABLE STOCK RATINGS so that you can— 





—Avoid companies not likely to recover. 


—See at a glance any danger signals on previous 
purchases. 


—Know what industries are progressing—which 
are declining. 










120 Pages ; 
te q —Know what companies offer the soundest profit 
Pocket Size possibilities. 
Revised 


—Have all the essential facts all the time. 


Monthly 


Issued on the 15th of each month. 
See coupon for special combination offer. 





Every investor needs the guidance of this rating book—profits depend on 
knowing the actual prospects for your company. This book gives you the 
latest available facts every month. 


DON'T MISS THIS SPECIAL OFFER 


The Magazine of Wall Street—Rating Book 
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The Trend of Events 


—The Picture of Europe Today 
—British Statesmen in America 
—On the Way to a Grain Soviet 
—We Can Compete on Price 
—Rail Consolidation 
—The Market Prospect 
THE PICTURE OF ENATOR BORAH, gush- 
EUROPE TODAY S ing over the Lausanne 
agreement and the Franco- 
British accord, refers to “that great statesman, Herriot. 


We agree in this characterization but for quite different 
reasons than the Senator. Any statesman who could 


go. to Lausanne, which was all set to give France a_ 


much-needed.¢nternational disciplining, and come away 
with all Europe in his bag is a genius, Yet naive Paris 
correspondents express surprise at the equanimity with 
which the French public accepted the outcome of 
Lausanne. It is a wonder that it did not stage a 
national celebration. 

Three great objectives of French policy were pro- 
moted by the Lausanne Conference. By grandly 
sweeping aside the substance of reparations, which 
were uncollectible in any event or in any way, France 
has (1) indefinitely prevented Germany from regain- 
ing her old supremacy in Europe, (2) achieved an 
accord with Great Britain, and (3) saved the gold 
standard. 


Germany went to Lausanne in a belligerent mood. 
She intended to have her way in the destruction of the 
Treaty of Versailles, or bolt the conference. Instead, 
she raised no effective protest against the Treaty and 
accepted as the price of silence what France had pre- 
viously offered; viz., the remission of reparations. And 
the price was paid too late to save Germany from a 
financial and economic debacle. This will not disturb 
the serenity of France, although the ensuing dictator- 
ship in Germany and the subsequently and openly 
avowed determination to arm on equal terms 
with other nations is disturbing. The ink was 
not dry on the agreement before the Bank of Inter’ 
national Settlements, dominated by France, summoned 
the nations to hasten back to the gold standard—that 
foundation of French domination of Europe. Having 
demonstrated her magnanimity by getting everything 
she wanted from the Conference, France capped her 


,triymph with the establishment of an“ accord with 


Britain, which simply means that the Treaty of Ver- 
sailles will remain the law of Europe afd France its 





Theodore M. Knappen 


policeman. Germany is left to run her fatal course of ‘ 


internecine quarrel and division, as evidenced by the 
recent campaign which culminated in the Reichstag 
election of July 31. In the partition of power among 
the Hitler-led Nazi, Von Papen’s Junkers and the old 
Bruening followers, the balance of power may be held 
by the 88 ‘seats of the Communists. : 

It all comes to this: France was on top and she stays 
on top. Consequently nothing is settled finally, for 
France’s policy is not one of European good will and 
conciliation but first, last and always one of French 
supremacy at any cost to other nations. 
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~ooserlergieson its main>reason for being. 


SEVEN BRITISH CABINET EVEN British 
cabinet minis- 


MEMBERS IN AMERICA 
ters are in 


Ottawa. For the time being Ottawa is the active capital 
of the Empire. It is strange that so little has been made 
by the press of this presence of so many British states- 
men. Is it the proximity of Washington that has 
lured the British government to America? These 
highly placed gentlemen are doing much talking in the 
Imperial Conference but we venture that they are do- 
ing much thinking about Washington. What a wonder- 
ful opportunity for the two great English speaking 
governments to have a little conference of their own. 
They have some weighty subjects to discuss—the com- 
ing international economic conference, the British debt 
to the United States, the gold standard, disarmament. 
And what about an Anglo-American rapprochement 
should the Ottawa parley fail? If Mother England 
and her lusty children cannot realize the bright dream 
of an economically united Empire she will have to seek 
her imperative trade requirements elsewhere. Even 
now the United States buys more from the old country 
than Canada does. If the Empire fails her Britain 
will have to turn to the world in general. Foremost 
in the world stands the United States. The British 
government is temporarily at Ottawa, only a few 
hours from the American government. What an op- 
portunity for a meeting of the rulers of the two powers 
which together may shape the destinies of the world! 


a 


T is no petty quarrel that 
has led to the order of the 
Grain Futures Commission 
suspending the Chicago Board of Trade for sixty days 
unless it complies with the condition that the Farmers’ 
National Grain Corporation shall be accorded clearing 
privileges. is 

It is a bitter battle in the program of the Depart- 
ment of Agriculture and the Farm Board to wipe the 
speculative grain markets off the map. 

The mad career of the Farm Board in its Don 
Quixotic assault on the windmill of grain and cotton 
prices was merely a temporary diversion from its cen- 
‘tral purpose, which:is to completely co-operatize Ameri- 
can agriculture, and centralize all purchases and sales 
of the staple farm products in a few. co-operative cor- 
porations. Now that it hasireturndéd bedraggled from 
its joust.with the mill the Board is eoncentaa ee 

ce 

Manifestly’ if all the grain in the United States is 
handled through one enormous central co-operative 
there will be no use for grain exchanges, cashor specu- 
lative. In the meantime the Farmers’ Grain’ Corpora- 
tion has great need of the grain exchanges.. The 

Chicago Board of Trade does not propose to be used 
for the promotion of its own extinction. . So it 

endeavors to make the Grain Corporation transact its 

own business all by itself. 


ON. THE W/ T TO 
A GRAIN SOVIET 


What the struggle really means is that the Govern- - 


ment of the United States is undertaking to sovietize 
the grain trade. With that objective in view it is 
willing to take she terrific risks of leaving the United 


States without any great central grain exchange pend- 
ing the time when the Grain Corporation may become 
one in effect. 


——, 


WE CAN COMPETE DVERSITY has its 
ON PRICE uses, painfully as 

they come. The 
drastic deflation that has overtaken agriculture and the 
raw material prices {fs restoring to America the com- 
petitive advantages which it was fast losing in world 
markets. Cheap American cotton is regaining old 
markets and entering new ones. The wheat farms of 
the plains are prepared to meet all comers at any 
price. Coal is ready for a price battle in any part of 
the world within its transportation range. Lumber is 
down to a price level that éven makes the Soviets 
pause. Pork products are so low that they make the 
world hungry for a square meal. It is true the price of 
our manufactures have more stubbornly resisted, secure 
in the protected home market, but the deflation of their 
domestic buyers will eventually force than into line. 
After the depression we shall face the -world much as 
we did when the country was new and virgin. We 
will compete in international markets with the lowest 
price levels. 


—, 


RAIL IIE Interstate Commerce 
CONSOLIDATION Commission’s plan for 

consolidation of the 
leading Eastern railroads into four great systems has 
attracted widespread public interest and no doubt has 
contributed to the improved sentiment recently re- 
flected in the securities markets. Railroad securities 
had been oversold to a point which amply merits 
substantial rally on psychological grounds alone. Yet 
it would be easy, to exaggerate the actual impor- 
tance of this latest merger plan. It represents a 
certain amount of progress in a situation so ‘com- 
plicated and involving such conflicting interests that 
it can only be worked out over a period of years. The 
plan is an improvement over that previously advanced 
by the Commission, in that it abandons the utopian 


- scheme for a fifth major system built around the 


Wabash and the Seaboard Air Line, both now in’ re- 
ceivership. It is by no means entirely acceptible, how- 
ever, to the roads affected. Contrary to some published 
comment, a consolidation of this kind would not in- 
volve substantial new financing, but merely an ae 
of existing securities” NGF Would! ft tNdseasd”émpld 
ment. Indeed, it would displace some workers in seek- 
ing its avowed goal of greater operating efficiency. 


————, 


UR most recent investment 

() advice will be found in the 

discussion of the prospec: 

tive trend of the market on page 440. The counsel 

embodied in this feature should be considered in con- 

nection with all investment suggestions elsewhere in 
this issue. 


THE MARKET 
PROSPECT 


Monday, August 1, 1932. 
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EPORTS from the British Empire Economic Confer- 
ence at Ottawa day by day reveal that the real ob- 
jective is to reduce the participation of the United 

States in the foreign trade of the Empire. What was 
described as being an attempt to widen world trade by 
breaking down the tariff barriers that divide the Empire, 
thus setting an example worthy of emulation, is turning 
out to be nothing but another manifestation of national- 
ism, just as provincial as the British characterize our trade 
policies. The Conference is becoming a mere sordid dicker 
for individual advantage with little thought of particuler 
sacrifice for the imperial good. 

It may be just a coincidence but it may also be a sign 
of what the world thinks of Ottawa that as the dickering 
proceeds the pound sterling drops, the dollar rises and 
gold flows to New York.. We interpret this fall of British 
exchange as meaning that the markets are already discount- 
ing the conference as a fiasco. We recall that in London 
last spring there were admonitions that the summoning of 
the conference was a mistake of policy, as it was aimed at 
the achievement of the impossible and would only result in 
an advertisement to the world of the essential disunity of 
the Empire economically as well as politically. 

No doubt there will be a great fanfare of the imperial 
trumpets at the end, noble and sonorous resolutions and 
a stirring chorus of “God Save the King.” Lumps will rise 
in British throats and the revival of the Empire will be 
proclaimed. Noble sentiments will be dééply stirred—but 
the hard facts will remain. On the very day the Con- 
ference assembled the statisticians of the Canadian govern- 
ment reported that in the month of June Canada sold more 
goods to the United States than to the whole of the British 
Empire, despite every effort of both the United States and 
Canada to ruin their reciprocal trade by legislation. 

Even with success beyond expectations nothing will come 
out of the Congress of the British nations 
that need disturb the United States. Let 
us examine some of the particulars of the 
situation. , ETO ON ne a a 

Canada, and Australia. demand, ‘some- 
thing like a monopoly of the British market 
for their wheat. It is hard wheat. We 
have little or no surplus of hard wheat to 
export. Our own mills require it. Britain 
needs to draw on our soft wheat surplus 
and she will continue to do so regardless 
of agreement with her dominions. That 
disposes of the wheat menace, so far as we 
are concerned. But what about the Argen- 
tine, whose hard wheat sent to England 
pays for imports from England that are 
about equal to Canada’s? 

Canada and South Africa desire to 
supply Britain's beef and cattle require- 
ments. Again, what about the Argentine? 
Will England cut off the beef of the pam- 
pas, and with it the British exports it buys? 
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It is planned to strike a blow at American branch fac- 
tories by demanding an increasing portion of locally derived 
raw material in their products if they wish to share in inter- 
imperial tariff preferences. If this is done many branches 
will be closed, and few new ones will be established. What 
good will that do Canada, for example? : 

The plants that remain will increase their output. How 
will that help British manufacturers in the Canadian 
market—or anywhere else? And the Canadians will not 
forget that every American branch factory means a step 
toward balancing trade between Canada and the United 
otates. 

Outside of American branches the dominions sell but 
small amounts of manufactured goods, aside from food- 
stuffs to England. 

But suppose the preferential tariff juggling results in 
replacing some of our exports of manufactures to the 
dominions with British goods. Who will pay the tariff 
bill? The citizens of the dominions. How long will they 
stand for that when they really want the grade or type of 
goods made in the United States. 

And while we are on that point of tariff costs, who 
will have to bear the burden of the tariffs or the embargoes 
England will have to impose to give the dominions a 
monopoly of her food stuffs imports? The already over- 
taxed British people. ‘’** 

Suppose England tries to accede to the Canadian demand 
for a preference on lumber? Lumber is what the Sdviets 
use for money to pay their bills for English goods—so also 
with the North European countries. 

Finally, note the fact that 70 per cent of the exports 
of the United Kingdom go to non-British countries. Is 
Britain likely, when the band has ceased playing and the 
seven cabinet ministers are back at their prosaic desks’ in 
Downing ‘street, to upset the 70 penisent for a chimerical 
increase in the 30 per cent. It not.only is 
unlikely, it doesn’t make sense. 

We wislesthe: Empire all good fortune. 
In the lorig run any aggrandizement.of it 
that might come:out: of anidmperial:seco- 
nomic union would benefit us. Such ag- 
grandizement may come in the natural 
course of events but no Conference can 
alter the facts or the trade relations based 
upon them. No agreement between 
mother country and her dominions or de- 
pendencies can alter the desire on the part 
of consumers in every country to buy on 
the basis of low prices before any other 
consideration. 

For this reason the United States need 
have no qualms as to the trade it might 
lose as a result of intra-British arrange- 
ment. The prices of our raw commodities 
have reached such levels that we can and 
will compete in all markets of the world 
in the profitable sale of our surpluses. 
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q Present Strength Recalls Sudden Reversal of Downtrend in 
1921 But New Conditions: Warrarit Caution in Relying on 
Precedent. 


q Little or No Sacrifice of Opportunity Is Involved in Pursuing 
a Waiting Attitude for Market to Prove Itself or Establish 


Genuine Basis for a Turn. 


Rally or Recovery? 


By A. T. Miter 


‘HE stock market has had an--impressive and very 
widely advertised rally—so widely advertised, in 
fact, as to suggest the probable wisdom of regarding 

it with caution. At this writing, regardless of its possible 
ultimate significance or lack of significance, the fast mark- 
ing up of prices and sharp increase in trading volume 
appear to indicate at least a temporary climax in the 
movement. 

There is no disposition in this article to argue with the 
tape. Considering the level from which it started, the 
season of the year and the persistent character of the ad- 
vance over a period of a fortnight, the rally is the most 
interesting of the year. If it is maintained or renewed in 
strong fashion after corrective reaction, it may be taken 
as tentatively indicative of an important reversal of trend. 


Drain On Technical Strength 


As to this, whatever one’s doubts as. to the economic 
validity of major advance at this time, the practical analyst 
can only let the market reveal its own story. The majority 
of stocks have advanced moderately above the highest 
levels of the June recoveries. This is widely accepted as 
an encouraging demonstration of technical strength. It is. 
Yet. the performance,-has rested to a large extent:upon the 
operations of professional traders and upon the “running 
in” of the short account. In this very process technical 
strength is used up. M  % 

Logically, therefore, technical reactlaldibould sup 
equally, interesting test, indicating whether strong*su 
points had been established somewhat above the recent b 
market lows. If so, the market would next face atest of 
ability to better the recent highest quotations.:; It would 
be possible for reaction to assume significant proportions 
in the early future, but it now appears more likely that 
coming weeks will see at least a determined effort at inter- 
mediate recovery. Given such a performance, its validity 
can hardly be appraised except over a period of weeks. 
Meanwhile, any risk of missing a turn seems worth accept- 
ing, for there is scant reason to expect a three-year defla- 
tion to be converted almost overnight into a bull market. 

Doubtless, the one! question which most persons are 
asking is, “Is it real? Is this the turn?” It is a question 
te be answered only by the course of events. 

One thing, however, is clear. The evidence of a basic 
turn is far from convincing. Indeed, it is decidedly 
meager. For cautious investors this should be sufficient 
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answer for the time being. There has been a great im- 
provement in public sentiment. Various factors account 
for it, notably the reversal of Europe’s drain upon our gold 
supply, the increasing strength of the dollar in the foreign 
exchange markets and the abatement of political uncer- 
tainties following the adjournment of Congress. Senti- 
ment has also been bolstered by the spectacle of persistent 
advance week after week in the bond market, as well as 
modest and tentative advance in a minority of commodi- 
ties. 

All of these developments are genuinely encouraging, but 
they do not tell the whole story. Perhaps the outstanding 
psychological fact is that a few constructive developments 
have brought the American public to a sudden realization 
that the prevailing fears of a few weeks ago were exaggera- 
ted and that, regardless of the immediate industrial picture, 
the country is not on. the brink of collapse. 

This change Of attitude no doubt played a large part in 
the inception of the rally. Conversely, recent extension 
of the rally has contributed to a further marked gain in 
sentiment. Many who at first regarded the advance with 
skepticism have with remarkable rapidity been brought to 
the conclusion that it may now be takea as an informed 
forecast of fall business revival. It may certainly be taken 
as an expression of hope in the autumn prospect,, but that 
it rests upon any actual knowledge of more favorable com- 
ing events is highly doubtful. To the thoughtful observer 
the market’s clairvoyant abilities during the last three years 
can not appear impressive, On the way down it con, 
sistently lagged behind the -business..realities. .).,, 4..<),<s910 

One such guess will, of course, be correct some day. 
Precedent suggests that it is more likely to be correct 
during the autumn season than at any other time. No 
damage will be done, therefore, if we maintain a highly 
optimistic attitude while sitting upon the fence and await: 
ing developments. : 


Misleading Optimism 


"There is only one aspect of the recent movement to 
which serious exception can be taken. That is the delib- 
erate campaign of newspaper ballyhoo which surrounds 
it and which greatly exaggerates the significance of very 
minor business gains. The front pages of the press are 
flooded with optimism. We have had these campaigns 
approximately once a year since the depression started and 
in the joyous chorus the voices of Washington officialdom 
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have heretofore been both loudest and most mistaken. 

If it proves that we are in the incipient stage of a gen- 
uine business recovery, it would be too bad to threaten 
the movement with an excess of optimism, for sound re- 
covery out of the present stagnation can only be gradual 
and over-rapid rallies, either in securities, business or sen- 
timent, have a disconcerting way of relapsing. 

The fact that we are approaching a Presidential election 
is not to be lightly ignored. A story already-is heard 
that larger financial interests, hopeful of a Republican vic- 
tory, will do everything possible to achieve higher security 
prices this autumn. The wish is perhaps father to the 
thought. The story should be taken with a large grain 
of salt, for manipulative powers are by no means infallible 
unless the fundamentals are favorable. 

There are some investment fundamentals of a longer- 
term nature, however, which are related to the election. 
At least until this event, there is an obvious motive for 
the Administration to put the best possible face upon 
conditions and to exert itself to the utmost in trying to 
stimulate business through the operations of the Recon- 
struction Finance Corporation and the various other credit 
expedients adopted in the last year. This whole program 
is a bet upon relatively early business recovery. If we do 
not get its start this autumn, it appears quite likely that 
1933 will see a brake put upon the application of public 
credit in the support of private obligations, many of which 
will be unpayable except in the event of a rise in com- 
modity prices. 

In short, government may be forced to withdraw some- 
what from the struggle next year or to adopt at least a more 
passive attitude, permitting economic forces.a»greater meas- 
ure of freedom to work their own correctives. If genuine 
recovery is much longer delayed, many sub-surface prob- 
lems will have to be dealt with, 
including corporate receiver- 


ment and unemployment. This 
possibility necessitates that any 
business improvement this 
autumn will have to be scru- 
tinized with minute care. 
After a prolonged depression, 
in which replacement demand 
inevitably accumulates, it would 
be quite possible to have a rally 
in business, as in securities. A 
rally is not a basic turn. 

It is of interest to many that 
in the great depression of 1921 
the stock market made its gen- 
uine upward turn in'August, a | 
precedent which;in’some minds,” 
lends hope to the present move- 
ment. Unfortunately, prece- 
dent is not an infallible guide to 
future market movements. If 
It were, all speculators would 
be millionaires. 

The business charts of that 
period show that business 
turned upward definitely as 
early as March of 1921 and 
that stock prices lagged well 

ind this movement. The 
August low in that year ap- 
pears to have been some- 
thing of an accident. There 
had been a tentative recovery 
during the early summer, v 
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based on improving business, but liquidation was resumed 
due to a recurrence of fears as to the country’s banking 
situation. In August, after it became clear that financial 
fears had been exaggerated, business and stocks began a 
sustained recovery together. 

It is of passing interest that in all of the major de- 
pressions since the Civil War the low point in stock prices 
has been established between the months of May and 
August, inclusive. The revivals in such periods have 
usually been stimulated, if not caused, by the great influ- 
ence upon business activity of the harvesting and move- 
ment of crops. In relation to the general business fabric, 
crop harvesting is not now as important as it was thirty 
years ago, but it still provides an important stimulus at 
the time of normal seasonal pick-up in general business. 

In all of the older recoveries, a variety of factors were 
involved. Invariably, however, in protracted depression, 
a point was reached at which it was realized that an enor- 
mous replacement defifand had been accumulated. This 
expressed itself only after public confidence in the finan- 
cial situation had been restored. 

No one can presume to estimate whether our major 
problems have now been sufficiently adjusted to permit 
the beginning of recovery, but the existence of a replace- 
ment demand for goods of all kinds can probably be taken 
for granted. It is also likely that the greatest retarding 
factor is lack of public confidence in the financial situation. 
It remains to be seen whether in this respect the current 
improvement will prove significant. Financial confidence 
depends upon more than a decline in bank failures. Fear 
of unemployment or wage cuts is now a disturbing factor. 

Meanwhile, the basic business indexes give only slight 
and tentative confirmation to the widely published accounts 
of reviving business activity and expanding employment. 
Operations of the steel industry 
remain at the recent low 
level of 16 per cent of capacity. 
Within the industry con- 
fident hope of improvement in 
September is voiced. It would 
be strange, indeed, if some 
autumn gains were not experi- 
enced, but a doubling of opera- 
tions would leave the industry 
in the red. Railway car load- 
ings continue at approximately 
the lowest level of the depres- 
sion. Electric power output ‘is 
still running more than 13 per 
cent under the figure of a year 
ago. 

Building contracts have re- 
ceded’ slightly arid’ téihain ‘at’ 
level of stagnation. Seasonal 
recession, involving reduced 
orders for steel, is under way in 
the automobile industry. Statis- 
tics of retail trade and of bank 
clearings do not yet show sig- 
nificant improvement. Sucl: in- 
dexes of course, may lag behind 
incipent revival but the lag can- 
not be important. 

A genuine improvement can 
scarcely fail to show up in 
these barometers within a 
period of weeks. If one has to 
pay a premium for awaiting 
such assurance, it is amply 
worth the price. 
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This Year's Crops May Bring 


Business I urn 


Further Improvement in Farmer's Position 
Means Increased Purchasing Power and a 
General Boost to the Entire Commodity List 


By Gerorce L. ADAMSON 


EFORE the world was,turned upside down, when 
plenty was synonymous with prosperity, good crops 


dom Wertyhand in hand with good times. , Now prices 


are more significant than quantities. 

One denoted way out of the present valley of depression 
is short crops and better prices. 

In the United States the 1932 wheat crop is certain to 
be far telow normal—150 million bushels less than in 
1931—the cotton crop is indicated to be lower than in any 
year since 1922, the hog crop for the marketing year be- 
ginning on October 1 is estimated to be 7 per cent less 
than last year; beef cattle are scarcer, dairy stocks are low. 
The corn crop will be large, which will be a blessing if 
hog and cattle prices hold up. The net outcome may be 
a sustained rally ir the prices of the staple cash products of 
the farms. 

The boom in hog prices during June and part of July 
caused a wave of optimism to sweep over the Mississippi 
Valley that somewhat quenched the pessimism engendered 
by the lowest. wheat prices in 400 years. 
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Judging the present by the past the world seems to be 
on the floor of the valley of the depression that started 
in 1929. The valley may »be ;wide:or -narrow,.That-de- 
pends more upon business psychology than upon economic 
statistics. Any happening that profoundly stirs hope and 
tautens courage may put us on the upward road. What 
is needed is a starter. It may be found in agriculture this 
year. At any rate the whole of business America is look- 
ing to the farms for a good omen. 

It might be thought that with farm income only a sixth 
or less of national income, and with the actual farm popu- 
lation but 20 per cent of the whole, there is slight reason 
for prosperity to bud in the rural regions. The persistent 
tradition born of a hundred years of agricultural depend- 
ence may account for much of the hope that the long: 
awaited revival will come out of the land. But there is 
a solid economic reason for the general opinion that if 
times are good on the farms they will be good also in 
the cities. Economically the small towns and villages. with 
their 25,000,000 people must be grouped with the farms. 
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That makes 50,000,000 people who are closely related in 
fact and in thought to the soil. Good prices for farm 
products in general will cause that multitude to face the 
dawn of better times. 

Besides, cash farm income, after a long depression, 
spurts into business channels with a rush. The dollars 
whirl from hand to hand, working over time, paying debts, 
buying long-needed supplies. The mental tinge of vast 
areas may be suddenly changed by the unaccustomed sight 
of cash and millions of business men may be stirred to hope 
and spurred to action. The ferment is highly contagious 
and may spread rapidly over the nation, inducing a return 
of confidence in the cities even before smokestacks belch 
and machinery roars. 

On the other hand, history tells us that agricultural 
prices may remain low, even after business in general is 
on the rise. The farmer may tag along, but just now he 
is in the spotlight of hope. 


Hogs and Corn 


zg 


The critical banking: situation in Chicago during» June 
emitted a pall of gloom that hung heavy over that area 
and somewhat obscured the business atmosphere of the 
entire nation. The lowly hog and the dumb steer, as well 
as the Reconstruction Finance Corporation, came to the 
rescue. In five weeks top hog prices at Chicago climbed 
from $3.50 to $5.55 per hundred, beef cattle gained 30 
per cent. This represented a paper appreciation of sev- 
eral hundred million dollars in farm assets. Recently there 
has been some setback in prices. The rise gay be only the 
normal seasonal advance somewhat accentuated by un- 
usually curtailed shipments, due to the press-of farm work 
and the inclination of farmers to wait for better prices, 
but packers say demand is rising for lard, pork and beef. 
The current hog crop is reported to be 5 per cent 
larger than last year but the fall crop is rated at 7 per 
cent less. 

Corn is waving promisingly on more than a hundred 
million acres. A preliminary estimate puts the acreage 
at 108 million, which would be the’ ‘ 





in the Northwest, too; upwards of 300 million bushels, 
including durum, as against only 117 millions last year. 
The trouble is that Western Canada, which had a virtual 
crop failure last year had promised to come back with 
450 million bushels this year, although as this is written 
reports of hot weather deterioration on half the Canadian 
acreage jumped wheat two cents a bushel. On the other 
hand, the European wheat crop is calculated to be 40 or 
50 million bushels less than last year—omitting Russia, 
which seems to be out of the export circle this year. It is 
no wonder that the hard spring wheat farmers are frantic 
and setting themselves to hold their wheat for a dollar a 
bushel or more. The gross figures would portend defeat 
for them but there is a technical point to be observed. 


Premium for Hard Wheat 


The bread flour wheat of America is hard’ wheat. The 
winter wheat shortage is all in hard wheat—Kansas has 
only 80 million bushels. If the northern farmers stand 
pat the millers will have to pay the price. -This would 
be the psychological moment to page the Farm Board if 
it were not out of the market. Don’t forget the tariff 
on wheat, either. It may work this year. All told, this 
year’s wheat crop will just about suffice for-domestic re- 
quirements. The carryover is 300 million bushels but with 
a short crop there will be no storage complications, and 
wheat will not be rushed to export. Much .of the carry- 
over will have to be drawn upon by the mills because of 
the current hard wheat shortage. The total United States 
wheat supply will be about 150 million bushels less this 
year than last. The world wheat supply for 1932-33 crop 
year may be a hundred million bushels less than last year, 
omitting Russia and China. Taking domestic conditions 
and world conditions together the prospect is that the wor!d 
market may not dominate American wheat prices. The 
northern hard wheaters may get their dollars for 
their abundant crop, but even a dollar will not 
multiply into much of a gross in Kansas, with its 
pifling 80 million,,bushels of this commodity. 

If the business psychology of the 





record since 1924, and indicating 


world should improve, the wheat 





about a three-billion bushel crop— 
some 400 million bushels above the 
average of recent years. With corn 
selling on the farm at around 30 
cents—almost 40 cents below pre- 
war prices—there is not much prom- 
ise in the inherent statistical situa- 
tion. But corn is the raw material 
from which hogs are manufactured 
and corn farmers figure in terms of 
the'hog-corn price ratio rather than 
on corn alone. High hogs and low 
corn would paint a different picture. 
That ratio is now 10.4 in the North 
Central states, as against a ratio of 
12.2 in the pre-war five-year period. 


Recent gains in the price of an in- 
creasing number 
products and the longer range out- 
look for the great staples—wheat, 
corn and cotton are a highly signi- 
ficant factor in the business pros- 
pect of coming months—Improve- 
ment in the economic status of 50 
million people is a potent force in 
producing general revival. 


prospect will be much improved. 
The overproduction of pessimism 
has as much to do with wheat as 
other prices. In truth, there is no 
real overproduction of wheat. Dur- 
ing the three years 1926-28, more 
wheat was produced than in 1929- 
31 but the price. was twice as high. 
Wheat' may do some fascinating 
ptice “acrobatics this crop year. In 
any event, the Northwest, which 
has had some awful crop “breaks,” 
as well as other bad luck, in recent 
years will have a comeback. 

The statistical position of cotton 
is not good, despite the fact that 


of agricultural 








Hogs and corn have gone down to- 
gether and they may go up together, 
but the outlook is for an increase in the ratio in the new 
crop year. The North Central states ratio was 11.9 in 
June a year ago, when hogs were selling at $5.70 and corn 
at 53.8 cents. 

There is nothing superficially encouraging in the fact 
that with the entire wheat crop of the United States for 
1932 estimated at about fifty million bushels less 

an the winter wheat crop alone of 1931, farmers in North 
Dakota are getting as low as 22 cents a bustiel for No. 1 
northern. They have a bumper hard spring wheat crop 
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the planted acreage is 9.5 per cent 
less than last year, 19.1 per cent 
less than in 1930, and lower than in -any year since 
1922. The indicated crop may be less than 12 milli n 
bales—5 million bales less than last year—but the 
world carryover of American cotton on July 31 was 
placed at more than 13 million bales, and the world carry- 
over of all cotton at more than 17 million. This is the 
largest on record. The farm price is around 5 cents a 
pound as against 20.2 cents average in the short crop year 
of 1927 and 18 cents in the big crop year of 1928. Yet 
the fact that cotton prices have gained: lately indicates 
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that there is some price hope. One favorable factor is that a 
considerable quantity of the carryover is still ‘in the’ hatids 
of ‘the raisers or other interior holders. This will result 
in a relatively strong selling position if there should be 
an increased demand, which recent developments indicate. 

Exports have been amazingly heavy. For the first ten 
months of the 


markets and,to buyers who must rely upon American cot- 
ton for 55 to 60 pér cent of their requirements. The 
great consuming countries of Europe produce no cotton 
themselves. Thus, cotton is not met with protective tariffs, 
quotas, licenses and embargoes. It has a free world market. 
It is not in the list of commodities that can be soon ad- 

versely affected by 
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winning back 
markets lost in 
recent years. It is also going to mills that never used it before. 
The Farm Board is out of the stabilization effort, its 1,300,- 
000 bales are being prudently released, and American 
prices are not artificially pegged. 

Just how much of the heavy exports represents buying 
for current consumption and how much for storage against 
future higher prices is not known, but there has been a 
heavy increase of consumption in the Orient along with 
short crops in that part of the world. During April and 
May, Great Britain, France'and Italy each doubled their 
imports of American cotton over last year, and even Ger- 
many took 32 per cent more. It is probable that the cheap- 
ness of cotton is bringing it back into favor as a textile 
material. Momentum once gained in that direction will 
be retained for some time. That being the case, a smart 
revival in domestic consumption would largely lift the 
price weight of the carryover. The domestic market is 
the worst feature of the cotton situation, but one which 
may change rapidly with business improvement and re- 
turning optimism. It is taking about a third less cotton 
than it did in 1928-29. — 


Cotton and a Business Rebound 


At the best, though, it is impossible to forecast any con- 
tribution by cotton to early business improvement. A busi- 
ness revival will lift cotton, but such a revival will receive 
no initial impetus from that great staple of commerce. The 
repercussion of some general revival, however, of cotton 
on general business would be enormous. It represents a 
pr .jor part of the buying power of about 40 million people. 
].ike wheat, any marked improvement in the general tone 
and vigor of business, will cause an appreciation of cotton 
independent of the statistical situation. The present agony 
of the cotton farmers may be the birth pains of a better 
time. It is no small achievement for + crap surplus 
crop to be regaining its volume position in world consump- 
tion. 

It has great advantages over wheat in foreign markets 
in that it is mainly sold in domestically non-competitive 
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it. 

Other cereal 
crops than corn and wheat give indications of being about 
the same in quantity as last year. None of them com 
mands a strategic position that might enable it to be a 
prosperity starter in any degree, however, small. 

Dairy products have held up in price during the de- 
pression better than other farm products but that is not 
saying much, and a decrease of 47 per cent since March, 
1928, has been accompanied by a discouraging decrease in 
consumption. The country is absorbing about three billion 
pounds less of milk,*cheese and canned milk a year'than 
it was, and production is being curtailed. Same old story 
cf recent years—reduced production, low prices. But the 
farmers must do something. The pressure of action must 
show somewhere. It shows this year in the increased 
acreage of spring wheat and of corn. The clamps are 
being applied to butter. Stocks in cold storage are off a 
third from a year ago. Total primary stocks of all manu- 
factured dairy products are also down a third. Yet butter- 
fat is bringing the farmer only two-thirds as much as a 
year ago. ; 

The tobacco acreage was slashed thirty per cent this 
year and the yield will be down 40 per cent. The potato 
crop is figured at about the same as last year. | A 


Farmers May Get a “Break” 


With a total crop acreage about the same as last year 
the farmer is in a conservative position, when it is con 
sidered that he has no control over the potent factors in 
his business of weather and biological conditions. Adverse 
natural conditions may yet work havoc with forecasts. 
Should the psychic weather improve while the physical 
weather deteriorates the farmer would have an unwon 
ecstasy of rising prices. The net results to him in dollars 
might not score much of an advance, but he will have 
engendered the stimulus that may give business a great kick. 
At present prices the farm income for this year is calcu- 
lated at less than 7 billion dollars—against 15 billions 
in the great years of war prices and nine to twelve 

(Please turn to page 478) 
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q What Has Congress Done to the Dollar? 


Has Tampering With Currency 
Base Depreciated Money Value? 


By Joun C. CresswiLh 


HERE does the dollar. stand—now that Congress 
has gone home, leaving behind it acts that are 
helpful and harmful? What is the status of our 

currency? Obviously there is vastly more of it in circula- 
tion and, to judge from the Federal Reserve ratio which 
a year ago stood at 84 and today is 56, it is less soundly 
backed. 

The standing of any currency depends not only upon 
legislation directly affecting it but also upon the fiscal posi- 
tion and policy of the government. 

Two outstanding acts of the recent session of Congress 
affect money and banking credit directly. These are the 
Glass-Steagall law and the Glass-Borah “rider” on the 
Home Loan Bank Act. 

The Glass-Steayall act was sincerely intended to be con- 
structive, and was the product of genuine co-operation be- 
tween the President and Congress. It has the indorsement 
otf the Federal Reserve authorities. Its purpose is: 
(1) To relieve the strain on the banks by liberalizing the 
Federal Reserve discount requirements in certain exigent 
circumstances and (2) to permit the Reserve banks to sub- 
stitute government securities for discounted paper in the 
collateral behind note issues, over and above the statutory 
40 per cent gold reserve. 


Defending the Dollar 


The first provision is known to have been helpful to a 
number of banks which had excellent collateral although 
not complying with former requirements. Its opera- 
tions are not considered to have had any harmful re- 
sults so far. 

The second provision had two objects in view. One was 


dagienable, the 


dollars. This enabled the Federal Reserve Bank to meet 
the foreign. demand for gold without the slightest hesita- 
tion and even to invite and urge foreigners to help them- 
selves. The international run on the dollar was thus 
dramatically stopped in its tracks. 

The other object of the collateral change was to put the 
Federal Reserve banks into a position to engage in open 
market operations on a vast scale, with a view to encourag- 
ing member banks to loosen the credit stringency. The 
theory was that if the Reserve banks should make heavy 
purchases of government securities the purchase money 
would flow into the deposits of the member banks and 
contribute painlessly to their liquidity. It was an attempt 
at a sort of credit inflation, the hope being that plentiful 
stitute government securities for discounted paper in the 

The positive results have been disappointing. The mem- 
ber banks continued to curtail loans. On the other hand, 
it may be argued that the lending policy of the banks would 
have been much more stringent if they had not had the 
benefit of the open market operations. But in any event 
it does not appear that the operations of the Glass-Steagall 
Act have in any degree impaired the standing of the 
Federal Reserve system, its currency or the dollar itself. 


Vicious But Limited Inflation 


The Glass-Borah amendment, on the-other hand, was 
essentially destructive legislation, tending to cheapen the 
dollar and destroy the control of the Federal Reserve, over 
the currency. It was originally an independent bill offered 
by Senator Glass to head off the absurd Goldsborough Bill, 
overwhelmingly passed bythe House of Representatives. 
This Goldsborough Bill was analogous to King Canute’s 

famous order to 
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actual. It will 





was a pet idea of 
the President's, 
and so escaped a 
veto, Briefly. this 


rider authorizes DEPRESSING FACTORS 


national b an ks, National Debt Increased.........- $3,000,000,000 
without the aid Contingent and Potential Debt In- 
or t of the Rca ya rE a 8,500,000,000 
uthorized 
neg Reserve Bank Note Circulation ......... 1,000,000,000 
ard, to issue as Steady Decline in Revenue Col- 
much as 995 mil- Sgetions. 
lion dollars of Erratic Recklessness of Economics. 


their notes on the Hoarding ............eeceeeeeeees 1,000,000, 000 


collateral of gov-- 


Tampering with the Dollar—the Record 





not add to the 
strain on the gold 
dollar. 

We come now 
to the secondary 
strains _ brought 
about by fiscal 
legislation. This 


UPLIFTING FACTORS 
Federal Appropriations Reduced by $85'7,000,000 
Additional Economies ........... 150,000,000 
Revenues {Prospectively Increased. 1,100,000,000 
Budget Nearly Balanced. 
Inflating Legislation Defeated. sort of legislation 
Reserve Gold Mobilized .......... 1,000,000,000 — includes a flock of 
strong . relief and recon- 
struction meas- 
ures and all acts 


Dollar ‘‘bears’’ repulsed, 





affecting the 





ment bonds. If 
the privilege 
were fully availed of it would for three years add to the 
currency in circulation an amount about equivalent to the 
ordinary earning assets of the Federal Reserve banks, and 
would relieve the member banks, so far as they are national, 
from dependence upon the Federal Reserve for currency. 
The result would be the temporary destruction of the 
elasticity of the currency system, which was one of the 
prime objectives of the creation of the Reserve. 


Ready At the Wrong Time 


At the moment there is no apprehénsion, because the 
banks are not in a lending mood, even if they have the 
capacity. Yet this is precisely the time when such an in- 
flation of the currency might be a relief, if not a prosperity, 
implement. Momentarily, at least, it might be very ex- 
hilarating to business to have a billion dollars thrust upon 
it. The danger is that the banks will not uncork the cham- 
pagne now, but only when the business revival party be- 
gins to get a bit gay. There is little question that the 
dollar can carry this well collateraled paper money without 
much, if any blemish, to its luster;.but it may some day 
make the dollar lopsided in purchasing power and potently 
eccentric. a 

From the standpoint of social stability this Glass-Borah 
rider may have been an inevitable expedient. It may have 
been the cheapest and easiest way to meet the demagogic 
how! that all relief and reconstruction legislation had-been 
well insulated from the common garden variety of Ameri- 
can citizen. Small banks can get this money and feed it out 
ty small borrowérs.’’Perhaps it is all in the necessary finesse 
of democratic governinent in stressful times. 


Direct Federal Reserve Loans 


(Sh ‘mich “the same political category is ‘a provision, in: 

emergency relief und construction act which gives the Fed- 
deral Reserve Board power to authorize Reserve Bank loans 
direct to original borrowers. Financiers and students of 
banking will be interested in watching this hybrid perform. 
Conservative observers feel that in the cool hands of the 
Board and the Reserve banks not much harm can come 
from it and, perhaps, some dramatic good may follow. It 
might break a credit jam at a critical moment and ‘a pivotal 
point.. If a bank should refuse a legitimate loan and 
the would-be borrower appealed to a Federal Reserve bank 
and got his loan direct obstructed passages in loan thought 
might be cleared. Bankers follow the leader as much 
as other people. Besides, it would just be terrible, to bank- 
ing mentality, if the Reserve banks, like some other central 
banks (the Bank of France, for example), should go regu- 
larly into discounts as well as rediscounts. However, this 
exceptional authority is extended for only two years; and 
its effects are expected to be psychological rather than 
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budget. Fi 

last, the Reconstruction Finance Gisctatien liens ¢ 
potential load of $3,800,000,000 on the public credit, and 
of course the gold standard. The original act gave the 
Reconstruction Finance Corporation $500,000,000 capital 
out of the treasury and authority to issue $1,500,000,000 
of obligations. Then the relief bill—the emergency relief 
and construction act—came along in the last days of the 
session and raised the bond limit by $1,800,000,000. Of 
this amount $300,000,000 is ear-marked for unemployment 
relief loans to state governments. The rest is for supposedly 
self-liquidating projects of the sort that would be promptly 
financed through private channels in normal times. The 
whole colossal road may be self-carrying. If so, there 
will be no direct strain on the public credit. But the 
issuance of sucha huge amount of ‘securities on the credit 
of the government may have a disturbing effect on public 
confidence. If times improve this will not be marked, but 
if they get worse some such disturbance is inevitable. The 
same bill carried a project for $322,000,000 of public im- 
provements, which will have to be financed by the treasury 
in some way; and such financing is a direct burden on the 
treasury. 


Budgetary Acrobatics 


As to the budget, taxation and economy measures, one 
can take almost any view that this bias suggests. The facts are 
these: Congress actually appropriated for the regular gov 
ernment supply requirements for 1932-33, $3,145,351,000, 
as against $3,732,666,000 last year. On the other hand, 
it added to the 1931-32 fiscal year appropriations the $500,- 
000,000 capital of the Reconstruction Finance Corporation, 
$200,000,000 for loans on adjusted service certificates, 
$125,000,000 for the Farm Land Banks, the same for the 
Home Loan Banks and $149,000,000 to cover deficiencies. 


\/\ The grand total thys rises to $5,618,000,000, ,which, may 


i. 


be figured as a reductioti of $857,000,000 from. the grand 
total of the preceding session of Congress. If the economy 
bill works out the calculated saving of $150,000,000 the 
just past session has a saving to its credit of something over 
a billion dollars. However this takes no account of the 
Allied Debts moratorium. If this financial sacrifice be in- 
cluded as well as all of the authorized indebtedness of the 
Reconstruction Finance Corporation, the last session of 
Congress cost the country about 4 billion dollars more than 
the preceding one. 

But as regards actual outgo and income for the current 
fiscal year the budget is superficially balanced by the 
revenue act, with its theoretical return of $1,118,000,000 
of additional revenue, plus the savings that may result 
from the economy act. Whether the balance is actually 
attained or not makes little difference. Congress has met 
the .broad_requirements of the Treasury as to budget 

(Please turn to page 476) 
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~The Panic of 33 


A Page from Tacitus 


By Hartey W. MitcHeELi 


cial gazette, .the Acta Diurna, which was posted each 

day in’the Forum at Rome. This day the news was 
ominous, as it had been for--many weeks. The bulletin 
stated tersely that the Corinthian bank of Leucippus’ Sons 
was insolvent. Ordinarily such an announcement would 
have caused a certain amount of adverse comment—‘a’few 
disparaging remarks on Greek business acumen, and a 
slight drop in certain Greek commercial paper. But there 
financiers of the Roman Wall Street, the Via Sacra, were 
worried and alarmed this day in the year 33 A.D. 

Every man in the group about the gazette knew that 
the bank of Balbus & Ollius. had closed its doors two 
days before. They knew also that proceedings in bank- 
ruptcy would be filed that day before the pretor. It was 
particularly distressing, this failure, because the firm was 
a sound one. his 

The political situation had contributed very largely to 
this state. of affairs. Italian agriculture had been declin- 
ing for a number of years, and for many sessions the 
Roman Senate had been occupied with. the consideration 
of many suggested remedies for the farm _ interests. 
Numerous attempts had 


A MURMURING crowd was gathered about the off- 


soldiery. The veterans refused to go back to the farms, 
and expected larger and larger grants. 

Many remedies were suggested, but no progress was made 
in the Senate, where the order of the day seemed to be 
debate rather than action. One historian of the day writes: 
“Tiberius wrote to the senate, and in terms of keen re- 
proach, censured their inactivity, which permitted the 
mutinous spirit of the populace to rage without control.” 
Tiberius could not understand the rising discontent of the 
people for “he stated the quantity of grain imported 
annually by his orders, and the provinces from..which he 
drew his supplies, far exceeded the importations formerly 
made.” 

Outside of this communication Tiberius took no part 
in the debates—but his silence gained him no popularity. 
He flattered himself that it would pass for the moderation 
of a republican ruler; but it was deemed the sullen pride 
of a tyrant.” 

Many remedies were suggested, but finally the senate, 
with the tacit consent of the emperor, decreed that two- 
thirds of the fortune of each capitalist was to be invested 
in lands within Italy. This was simply the revival and 

strengthening of an old 





been made to drive city 
inhabitants back to the 
dying farms whence they 
had come, attracted by 
the life of the city and the 


decree of Julius Caesar, 
one that had never been 
enforced, It was honestly 
thought that this means of 
injecting capital into agri- 





prospect of high wages. 

But the citizenry per- 
sisted in their refusal to 
return to the farms. 
Farming was declining, 
also for other reasons. 
Water transportation was 
much cheaper than land 
carriage, and the farmer 
at a distance from Rome --' 
{Ggald-“not lay ‘his’ ‘crop © 
down in’ thé Imperial City ° 
at as low a price as cargoes 
of grain raised in the rich 
African provinces by 
cheap labor. 

Then, too, the situation 
was complicated by the 
idle veterans of the wars 
in Gaul. Both Julius and 
Augustus Caesar had fol- 
lowed the policy of pay- 
ing the veterans a bonus, 
and Tiberius did not de- 
part from the custom, 
which was finally to end 
in the virtual control of 
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culture would have a 
beneficial effect. A date. 
was set. for conformance 
with the decree, and 
heavy penalties fixed for 
nopycompliance. - 
Some of the money- 
lenders, and a majority of 
25.51 the rich senators made the 
so aa investments in 
Italian lands ;. promptly; 
. but others ae Fa ne 
reason or another. Many 
of them were compelled 
to sacrifice some of their 
other investments; _ still 
others had to call in many 
of their loans and deposits. 
The failure of Balbus & 
* Ollius was due to such a 
call by Publius Spinther, 
who had approximately 
$1,200,000 on deposit 
with them. 

This was a large sum, 
and one calculated to 
cause some little trouble 
in raising;.but even then 
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the situation might not have 
been serious if. the bantegy had 
not’ been struck another severe 


Other banks were in no shape 
to take over any of the com- 
mercial paper of Balbus @& 
Ollius. The firm of Quintus 
Maximus & Lucius Vibo had be- 
come heavily involved by loans 
to the great purple dye ex- 
porters, Malchus, located at 





The hidtorical matter is taken, almost 
blow. verbatim, from the Annals of Tacitus, Lives 
of the Twelve Caesars by Suetonius, and 
from the history of Dion Cassius. Other 
data comes from the Corpus Inscriptionum 
Latinarum, Siever’s Tacitus unc 
Davis’ Influence of Wealth in” Imperial 
Rome, and Duruy’s de Tiberio Imperator. 


Then it. was openly rumored 
' than banks were af.- 
fected. In a comparatively short 
time one of the large banks of 
Carthage suspended payment. 
This was followed by the failure 
of two banks at Lyons, and an- 
other in Byzantium. The con- 
dition was world-wide! 

Public hysteria grew. Bank- 
ers in the Via Sacra were forced 
to post notices to their de- 


| Tiberius, 





positors, exercising their right to 





Tyre, Ephesus, and Antioch. 
This firm had been in difficulties 
for some time. A strike at Tyre had stopped the produc- 
tion of dye; and a final stroke was the embezzlement of 
their funds by one of the managers. This forced Malchus 
tc the wall, causing their ultimate bankruptcy. 

Maximus & Vibo might have survived this disaster to 
one of their largest accounts, had not another customer 
suspended. This was Seuthes & Sons, importers of Alex- 
andria, Egypt. They, too, had been undergoing a series of 
misfortunes. Many of their ventures had proved unprofit- 
able. ‘The recent drop in commodity prices had made their 
ivory expedition come out in the “red.” Further declines 
in the price of ostrich feathers rendered their stocks of 
that once saleable commodity a very slow item. To com- 
plete the debacle, a part of their fleet of spice ships foun- 
dered, and brought this great firm of dealers in luxury items 
to bankruptcy. 
~ When news of this failure reached Rome, the gossip 
of the Via Sacra hinted that the firm of Maximus & Vibo 
could not withstand this second failure. A run started 
on their bank. Rumor also connected the bank of Pettius 
& Brother with this latest failure. This was a larger bank, 
which had many correspondents in northern Gaul. Much 
of the bank's resources had been loaned, at high rates of 
interest, to nobles of the Belgae in Gaul. In ordinary 
times these obligations could have been discounted easily, 
for the paper was considered reliable and the rate was 
decidedly attractive. The firm of Pettius & Brother could 
thus have weathered the storm. 

But again the political situation stepped in. Affairs in 
Gaul were in somewhat of a turmoil. Observers considered 
that the people were on the brink of revolution, and govern- 
ment was in a rather tense position. Taxes were extremely 
high, as there were many past wars to pay for, and the 
Romanizing of the remote provinces oT 


demand reasonable and proper 
notice of withdrawals. This did not serve to allay the ris- 
ing panic. Runs were started on nearly every bank, and 
one after another closed. Interest rates rose, and for a time 
private lenders reaped large returns, ignoring the legal rate 
of one per cent a month. 

As Tacitus observed: “The want of current money 
brought on a new scene of distress. Creditors pressed to 
have their accounts balanced, and judgments were entered 
against such as stood indebted. Their effects were sold, 
and all the specie was either carried to the public treasury, 
or swallowed in the coffers of the rich lenders.” 

Gracchus, the praetor, whose court handled the scores 
of bankruptcy cases, was forced to hold public sales from 
morning to night. No loans were renewed, and as fast 
as notes fell due the creditors insisted on payment in cash. 
Men who were thought to be rich found themselves 
penniless, and many were compelled to sacrifice all their 
property. Townhouses and country villas went under the 
hammer at ridiculous prices. Stocks of merchandise, furni- 
ture, slaves, and stores of food and clothing were sacrificed 
for what they would bring at a forced sale. Few people 
would buy on such a rapidly declining market, and the 
panic spread to the wholesalers and retailers in almost every 
commodity. 

One historian of the day says: “The project of obliging 
the debtor to sell his lands, and the creditor to purchase 
them, instead of healing this mischief, made it worse. The 
usurers lay in wait to buy at a reduced price, and for that 
purpose hoarded up their money. The value of lands sank 
in proportion to the number of estates on sale, and the 
debtor was left without resources.” 

Even the news of a splendid crop in northern Africa 
did not stem the panic. The arrival of the great fleet from 

Egypt, loaded with grain, did nothing 





was very costly to the inhabitants 
who had to pay for public buildings 
and new roads. 

A moratorium had been declared, 
and.for.a period it was impossible to 
recover debts by any of the ordinary 
processes of law. For that reason the 
other Roman banks were reluctant to 
discount the Belgian paper held by 
Pettius, despite the high rate of in- 
terest and the hitherto good record 
for payment which had made these 
foreign obligations attractive. Be- 
sides, as the banks pointed out, none 
of their customers could purchase the 
paper, as the senatorial decrees limited 
each man’s holdings in non-Italian 
securities. Under the circumstances 
the banks had to refuse help to Pettius 
& Brother. 

The Pettius bank and the firm of 
Maximus & Vibo closed the same day. 
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to stop the list of failures. Business 
sought security and confidence, which 
were lacking everywhere. 

The Senate met and considered the 
situation with a maximum. of ‘oratory 
and a minimum of action. As most 
of the senators were rich men, and 
consequently affected by the decree 
regarding investments in Italian lands, 
they were loath to take action. Others 
were indebted to money lenders and 
could not act without a suspicion of 
bias. Tiberius was appealed. to, and 
from his summer home at Capri, he 
laid out a reconstruction program. 
His communication was read to the 
august and deliberative Senate, and 
then relayed to the uneasy crowds in 
the Forum. 

Tiberius, Roman Emperor, sus 
pended the foreign moratorium. That 
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THE MAGAZINE OF WALLSTREET 














UV TVE AY iA) nay 


LAVAL ACTIN THAN 


\ eI 
oN (PArER r=AF 


NN te 
057) 


+ a 


Al Bi 


"IEING 5 


; x< So 
i 


Mid-Year Appraisal of Business 


and Investment Prospects 


Part IJ—Railroads, Public Utilities, Equipments 


accounted for more largely by a generally low market ap- 
praisal of values than by such specific changes as have 
occurred in company positions. It is by no means impossible 


HE Mid-Year appraisal of investment prospects for 
the balance of 1932 finds the majority of common 
stocks at greatly deflated prices and the majority of 


dividends subject to great uncertainty. These are condi- 
tions which call for the utmost prudence and discrimination 
in the making of equity investments, but which at the same 
time promise an unusually rich long-term reward for wise 


and timely selection. 


Despite the recent rally as compared with 1929 prices, 
the average common stock has been deflated fully 85 per 
cent. This does not necessarily indicate by any means that 
all stocks are cheap, but, regardless of current conditions 


and the apparent improbability 
of any early business revival, 
it does imply that long-term in- 
vestment risks have been 
greatly lowered and that pos- 
sible losses in points per share 
are now relatively small. 
Moreover deflation in busi- 
ness is fully as drastic as in 
security prices. While substan- 
tial recovery probably will be 
slow, there appears little rea- 
son to expect that recession can 
go much under the present ab- 
normally low level. Replace- 
ment demand is accumulating 
and needs only the spark of 
public confidence to be touched 
off. If sustained revival does 
not begin this fall, there is at 
least the probability of an en- 
couraging industrial rally, the 
extent and character of which 


may well throw some light on 


the longer future. 
4n at least a substantial 
minority of stocks, deflation is 


for AUGUST 6, 1932 


to find companies which are earning at least moderate 
profits even under present abnormal conditions, which are 
likely to maintain dividends offering a very generous return 
on current market values and which offer substantial 
promise of future expansion under conditions of normal 


business revival. 


It is for the purpose of offering guidance along these lines 
that this feature is presented. Each discussion on the fol- 
lowing pages summarizes the probabilities of future divi- 








Two fundamental factors, the indusiry and 
the company itself, are used to form our rat- 


ings. 
in rating the 


The letters A, B, C and D are applied 
industry; and the numerals 


1, 2, 3 and 4 in rating the position of the com- 
pany in that industry. Thus: 


INDUSTRY 


A—In a strong and expanding 
position. 

B—In a fairly strong and stable 
position, 

C—Temporarily depressed but 
prospects moderately fa- 
vorable. 


D—Depressed; declining profits; 
no signs of nearby im- 
provement, 


COMPANY 


1—Expanding operations; domi- 
nant in field; strong finan- 


cially. 

2—Gocd potential earnings; im- 
portant company; good 
financial position. 

8—Earnings still relatively low; 
fair financially; business 
volume moderate. 

4—Doubtful outlook; weak finan- 
cial position; unprofitable 
operations. 








The second section of this feature will 


appear in the succeeding issue. 


It-will cover 


the position and prospect for leading com- 


Steel, Metals, 


‘panies in such major industries as: 
Petroleum, Merchandising, 
' Automobiles, ‘Accessories, Foods, Ehemicals. 








dend action, based on current 
earnings, seasoned earning 
power, financial resources, pre- 
viously indicated dividend 
policy and other factors. In 
addition, each dividend fore- 
cast is accompanied by an in- 
vestment rating which offers 
simple guidance as to the posi- 
tion and prospect’ of! the in- 
dustry and as to the company’s 
position in that industry. 


* * & 


Simplicity and inclusion of 
essential information are the 
features of this rating system. 
It is adapted to the needs of 
the non-technical reader, while 
at the same time retaining the 
advantages of completeness, 
accuracy and timeliness. The 
ratings. have primary regard 
for investment values over, the 
longterm trend, rather than 
for current market position. 
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Rails Must Have More Traffic 


Low Earnings Threaten Dividends 


OTHING more clearly emphasizes the serious plight 


in which American railroads now find themselves 

than the fact that railroad securities, both stocks and 

the majority of bonds, have this year declined to the lowest 

prices ever recorded. Black as may be the prospect for 

various roads, however, there is some reason to believe that 

it can hardly be as black as recent market pessimism 
painted it. 

The railroads long have had to meet the 


to a erate! level of earning power comparing favorably 
with that.of past years. 

Thus far in 1932 there has been no check to the down- 
trend in freight car loadings, the freight movement cur- 
rently running approximately 25 per cent under the level 
of a year ago. For many roads, particularly the western 
harvest carriers, the second half of the year promises a 
material improvement in traffic. This is:merely seasonal 


expectation, however, and probably wilt leave, 





competition of other forms of transportation, 
such as inland waterways, pipe lines and 
motor trucks and buses. It is only since rail- 
road profits have vanished in this depression, 
however, that the present hue and cry over 
this competition has reached its existing in- 
tensity. No doubt such competition, par- 
ticularly that from the motor truck and bus, 
has become more important in the last year. 
There is no sound reason why it should not 
be subjected to precisely as much Federal 
regulation as are the railroads. 

Yet the primary fact remains that the 
motor truck carries only a small fraction of 
the country’s freight and that highway 
limitations are such that its percentage of 





the comparison with previous years little im- 
proved. 

Most investors are by now painfully aware 
that railroad dividends, by and large, have 
gone by the board. Only a small minority 
of the strongest systems are continuing any 
distributions on common and _ preferred 
stocks, and by no means all current rates can 
be considered secure. From the point of 
view of the roads generally the problem of 
management is no longer to earn dividends, 
but to meet fixed charges. In the effort, 
costs have been drastically reduced. It ap- 
pears probable that this movement has gone 
about as far as it can go, if properties and 
equipment are to be maintained. The 











the freight movement can never be very 
great. In short, if this problem were all that 
the railroads have to worry about, the majority would still 
be making money and paying satisfactory dividends to their 
stockholders. 

Important as the newer forms of-transportation may be 
and necessary as fairer governmental regulation may be, 
these questions only cloud the horizon of the investor in 
rail securities. He might far better focus his attention on 
the supreme problem, which is simply the tremendous 
shrinkage in the volume of freight traffic caused by the 
general stagnation of business and industry. This is to 
an overwhelming extent the cause of the destruction of rail- 
road earning power. Conversely, any substantial revival 
lof business will certaitly result in a proportionate recovery 
of rail earnings. Virtually nothing except the lack of 
adequate traffic will prevent the carriers from getting back 





moderately higher freight rates obtained last 
vear have failed to bring in the revenues 
expected, and it is now generally recognized that in a period 
of deflated values and costs further rate increases would 
be difficult to justify. 

The one practical avenue of further cost deflation open 
to the roads is additional wage deflation, and this thus far 
is blocked by an agreement which still has some months 
to run, as well as by the very powerful opposition of the 
railroad unions. As compared with boom levels, railroad 
wage rates have been reduced 10%. The necessities of 
the situation would appear to call for additional downward 
adjustment. 

Meanwhile, a not inconsiderable number of systems have 
been forced to borrow funds from the Reconstruction 
Finance Corporation in order to meet fixed charges and 
maturities.. No investor in rail securities can afford to 
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Position of Railroad Common Stocks 
Earned Price Range 
Railroad -—Per -—1982——., Recent Divi- Yield Inv’ment COMMENT 
1931 1982* High Low Price dend % Rating 
Atchison, Topeka & Santa Fe........ 6.96 1.00 94 17% 32 D-1 Should be among first roads to resume dividends. No 
immediate financial worries. 
Atlantic Coast Line ................ 2.44 Nil 41% 9% 16 D-3 Traffic will have to improve materially to warrant 
common disbursements. 
SEG TE TIED nin vin acs cccnvencce 0.56 Nil 21% 3% 8 D-3 Large near maturities obscure outlook. 
Bangor & Aroostook ................ 2.67 2,00 24% 9% 25 2 8 D-2 Present dividend should be maintained. 
Boston & Maine .. ..).......0e.000. Nil Nil 14% 5 7 D-4 Omits prior preference dividend. | 
Canadian Pacific .....,.....cseceees 0.63 0.10 20% ™% 13 1,25 9.6 D-1 Dividend reduction or omission likely. | 
Central R. BR. of N. J. ..........005- 0.11 Nil 78 25 45 D-2 Present earnings do not warrant common dividends. 
Chesapeake Corp. ..........s.eecees 3.60 rer 20% 4% 8 2 26 D-1 Dividends depend entirely on receipts from C. & 0. 
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ignore the possible implication of the relief program now 
being followed. It istigcreasing debts and fixed charges 
for all roads whith resort to it. It does not answer the 
question of whether the capitalizations of many roads will 
have to be adjusted in reorganization. It is a question 
which probably will not be answered until after the national 
election in November. Unless there is a reasonably early 
and substantial business revival, the existing capital struc- 
— of various roads cannot be indefinitely suppdtted by 
credit. 

The railroad picture is, of course, not without substan- 
tial long-term hope. It is not only certain that there will 
ultimately be a recovery in the volume of traffic, but that 
it will find the roads as a whole better equipped than ever 
before to turn it to advantage. Like other major industries, 
the roads have learned many lessons under the spur of 
depression and necessity. While wages may still be re- 
garded as unadjusted to the prevailing price level, all of 
the costs over which management has control have been 
drastically reduced. In the main this has been accomplished 
without serious skimping on maintenance and without im- 
pairing operating efficiency. On the contrary, the leading 
systems are in excellent physical condition and there is rea- 


son to believe many roads are on the mage efficient operat- 
ing, basis ever,achieved.» Thanks to wholesale cost reduc- 
tion, it may “prove quite possible for the better-managed 
roads to get back to the satisfactory level of earnings of, 
say, the period 1924-1926 with a somewhat less than pro- 
portionate recovery in traffic. 

Despite the popular interest shown in. the plan of eastern 
consolidation 1ecently announced by the Interstate Com- 
merce Commission, this development appears to be of no 
great investinent significance. It may be taken merely as 
another step in a very arduous and necessarily protracted 
movement. The proposal has been under discussion for a 
period of years and its consummation at best will require 
additional yeais. The. roads in the east are not in agree- 
ment as to the plan. It probably has played a psychological 
part in the recent rally of rail securities, but in coming 
months maintenance of this improvement will necessarily 
depend entirely upon a revival in current earning power 


oi the carriers. . 


The chief hope of the rails is that their present distress 
may create a more enlightened public opinion and thus 
result in a fairer and more constructive policy of govern- 
mental regulation. 








Position of Railroad Common Stocks (continued ) 





Price Range 
Railroad -——1932—_, 
1932* High Low 


Recent 
Price dend % Rating 


Divi- Yield Inv’ment COMMENT 





Moderate reduction likely. 


Chesapeake & Ohio . 2.20 81% 9% 14 2,50 17.9 D-1 
Chicago & E, Illinois Nil 1% % 1 se ..  D-4 Common dividend very remote. 
Chic., Milwaukee, St, Paul & Pacific Nil Nil 8% % 1% “F Ec D-3 Road belng run at large loss. 
Chicago & Northwestern Nil 12% 2 4 ne wie D-4 Outlook for resumption of com. divs. not promising. 
Nil 16% i 4 ion ae D-3 Loss mounts. 
5.00 8914 50 D-1 Large outside investments brighten outlook. 
28% 14 KS ace D-2 Traffie must Improve before dividends will be resumed. 
~ 4 “i Re D-3 Probably a long time before com. receives anything. 


25 10 #3 .. De® Recently passed dividend. Resumption depends upon 
trafffe upturn. 


Mllinois Central i 9 is D-3 . In the midst of severe financial difficulties. 
Kansas City Southern es ie D-3 Resumption of common dividends somewhat remote. 
Lehigh Valley % 98 D-3 Hit by decline in coal trafic. 
Louisville & Nashville ay Sa D-2 Early resumption likely with business improvement. 
Missouri-Kansas-Texas Doing better than many roads. 

Large accumulation of divs. on the preferred stock. 


Needs material traffic improvement to avert financial 
trouble. Lik ’ 


Borrowing heavily from R. F. Corp. 


N. Y., Chic. & St. Louis 
New York, New Haven & Hartford.. Traffie off badly this year. 
reduction In common dividend pos- 
eared. 


Norfolk & Western ..........« wveee 14, . 78 < = ees al ay 
























































sl 
Early com. payments likely with any general upturn. 
Should be among the earliest roads to resume common 
dividends. 





Northern Pacific 
Pennsylvania 








Operating loss continues te grow. 


Coal strikes hart revenues. 


Has done somewhat better recently, but dividend 
hardly safe. 


Common stock statistically worthless under present 
conditions. : 


Dividend payments remote. 

Immediate outlook uncertain. 

Loss growing larger. 

Preferred dividend rceently passed. 

Further reduction In common dividend not unlikely. 
Outlook ‘for common dividend very remote. 

Has lost little further ground this year. 


Pere Marquette 
Pittsburgh & West Virginia 














St, Louis-San Francisco 





St, Louis-Southwestern 
Southern Pacific 
Southern Railway 
Texas & Pacific 
Union Pacific 

Western Maryland 
Western Pacific 


























* Estimated. 
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‘Utility Industry Among the Strongest 


in Earning Power 


Market Makes Sharp Distinction Between 


ESPITE the fact that the total production of electrical 
D energy continues to run 13% or more below that 

of the past year, this is a better indication of the 
low level to which general business has fallen than of a 
lack of prosperity on the part of electrical public utilities. 
This is because the loss of output has taken place entirely 
in the industrial and commercial divisions. 


Operating and Holding Companies 


But, while dividends normally depend upon applicable 
earnings and these in the public utility industry in tum 
largely depend upon the capital structure of any particular 
company, there is an added complication in the present far 


from normal period. It is the difficulty of raising new 
money at a time when almost nothing appears safe. 
In its extreme form, financing trouble 





The use of electricity domestically continues 
to grow. And, because domestic users pay 
more per unit than others, the decline in gross 
revenues is very much smaller than one 
would believe from the decline in output. 
It is estimated that the sum derived from the 
sale of electricity in 1932 will not be more 
than 5% less than was derived in 1931. 
Unfortunately, the relatively small decline 
in gross revenues is the most favorable side 
of the story. It is the one which a buyer 
of a strong public utility bond sees to the ex- 
clusion of all else and on which he has lost 
little, if any, money. But to the holders of 
many public utility common stocks it has 
been somewhat of a delusion. This is be- 








leads to receivership and a number of public 
utility companies have gone already to that 
corporate valhalla. In its less extreme form, 
it leads to the reduction or passing of com- 
mon dividends in order to conserve cash for 
maturities. Any forecasting of public utility 
dividends at this time must therefore take 

. into consideration not only present earnings 
and those in immediate prospect, but the 
position of the company in regard to matur- 
ing obligations. 

Furthermore, the importance of this factor 
in turn depends upon the company’s credit 
standing. It matters little how large a com- 
pany’s early maturities are, so long as its 
credit is sufficiently good to refinance them. 
And here again we find investors making a 








cause holding company capital structures 
have introduced so much leverage into the 
situation that even a negligible declitie in gross revenues, 
so far as the operating company is concerned, is positively 
disastrous for the ultimate holding company. The less 
grandiose structures have been affected in a degree which 
corresponds almost exactly with their financial distance 
from the actual operating company or companies. 

This can readily be seen from the accompanying table. 
It will be noticed that the stockholders in few operating 
er near-operating companies have been obliged to accept 
a reduction in their"incomes. Moreover, any reductions 
which have taken place have been very moderate and those 
which impend will likewise be moderate. 


 O2nat [3 
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sharp distinction between operating and 
holding companies. In general, the former can still borrow 
money, even in this money market as is shown by the recent 
successful flotation of Brooklyn Union Gas and Consoli- 
dated Gas of New York bonds. There is also the example 
of an important holding company pushed to the extremity 
of offering to its stockholders first mortgage bonds of its 
operating companies. 

So much for the factors bearing upon public utility com- 
mon. dividends which are capable of appraisal. The_politi- 
cal angle, while extremely important, is incalculable. No 
one knows how much the utilities have yet to bear in the 
way of increased taxation, forced rate reductions and gen- 
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' Position of Public Utility Common Stocks 




















~ Earned Price Range 
Company Per -——1932-—-, Recent Divi- Yield Inv’ment COMMENT 
1981 1932 High Low Price dend % Rating 

xAmerican Power & Light...-: ves. 2:60(8) 1.4118) 16% 8 6 1 16.7 ©-2 Typical holding company capitalization causes sharp 

’ drop In common earnings. 
wm American Tel, & Tel.............. 6 mos. Reports large loss of phones. Some reduction of divi- 

. 9,05 4.02 187% 70% 87 9 10.4 B-1 dend not antikely. 
xAmerican Waterworks aia ui a 2.84(2) 2.60(2) 34% 11 15 2 13.3 C-2 Has inherent disadvantages of holding co.  Div., 
however, being covered. 

American & Foreign’ Power........ 03(2) WNil(2) 9% 2 4 C-4 Confronted with foreign exchange transfer problem 

- and large early maturities. 

x American Gas & Electrio.......... 3.57 NF 89% 14% 21 144% 8.8 C-1 


Moderate decline In recent earnings, but dividend -not 
endangered. 





wAssociated Gas & Elec, ‘‘A’’...... 


0.41(2) 4% 5% 


1 


5% 5 C-4 Financing complications obscure outlook. 


























a 





THE MAGAZINE OF: WALL STREET 














be DS i ee ee 


eral political interference. The recently imposed Federal of the public utility industry taking the place of the rail- 
Government's 3% eal tax on electric ‘power ‘may ppssibly , ,roads as af pplitical football. Nevertheless, we are in- 
foreshadow worse to come. In itself it will probably do clined to believe that while any investor would very 
little harm, although naturally anything which increases the _ foolish to neglect the part played by politics in relation 
bill for electric current tends to curtail consumption. But to his holdings, any drastically adverse governmental de- 
suppose the states, while regulating rates, also impose sales’ velopment will not take place without ample warning. And 
taxes as well as vastly increased-property taxes; then what? apart from this he is upon more than ordinarily safe 
Moreover, there is the possibility of direct Federal regula- ground. Earnings statements in many cases are available 
tion of holding companies and those operating '¢ompanies § monthly, while from a detailed balance sheet can be judged 
whose transmission lines cross state boundaries. the “early maturity” danger. Armed with these, no revi- 


It must be frankly admitted that there exist indications sion of a common dividend should take him by surprise. 








Position of Public Utility Common Stocks (Continued ) 





Earned Price Range 
-—Per Share— -—19328——.. Recent Divi- Yield Inv’ment COMMENT 


Company 
1981 1982 High Low Price dend % Rating 
5 8.1 B-1 Dividend more than reasonably assured. 





*Brooklyn Union Gas NF 89% 4 62 


% Columbia Gas & Electric 1,59(2) 1.21(2) 16% 4% 9 l pref. 11.1 C-2 Cash disbursements would soon be resumed with any 
upturn In general business. 








xCommonwealth Edison 9.40(2) 122 ; 62 db 8.1 B-2 Further reduction in the rate should not be necessary. 


e Commonwealth & Southern . -28(1) 


8 mos. 
%Con, Gas Elec. Lt, & P. of Balt.... 5. 1.51 


% Consolidated Gas ‘of N. Y. \ NF 6834 45 





4% ~-\ £ a ee C-2 Sharp drop In earnings causes div. to be passed. 


Change either way in present dividend remote, Strong, 
6914 61 %.1 B-1 well-managed company. 


8.9 = concelvable reduction seems discounted at present 
ees, 











a Detroit Edison 8.76(1) 7.02(1) 122 -1 Officially stated that reduction is possible. 


$.05(2) 32% 5 ho ggg in Am, For, Power at present adverse 


Passes second preferred dividend. 





%Electric Bond & Share 








@ Electric Power & Light 2.89(3) -73(3) 15% 
e@ Federal Water Service ‘‘A’’ 3.22(2) 1.54(2) 10% Ss ee —-. must improve materially before div. can be 
reinstated. 





Interborough Rapid Transit i ' Nil(e) 14% ae a Still a political football. 


e Internat’] Hydro Electric “‘A’’.... 3.61(2) 3.67(2) 11% - oe -3 Has expanded perhaps somewhat too fast. 


Chaotic conditions abroad and large bank loans ob- 
12% se ae seure outlook. 








8 mos, 
@ International Tel. & Tel 11 
xLouisville Gas & Electric ‘‘A”’ s NF 23% 


16% Comparatively well situated financially. No immediate 
reduction impends. 





Dividend reasonably assured. 





%National Power & Light : 1.59(3) 





e@ Niagara-Hudson Power 1.58(1) 1.50(1) 14% sis os - ae ng split 1 for 3. No rate designated on 
new stock. 





xNorth American 8.89(1) 2.88(1) 40 20 -1 Earnings off recently. | Maintenance or non-main- 
tenance of div. solely a matter of policy. 





2.55(3) 87 23 . Barring drastie rate revision dividend should be safe. - 


Paci 
* Pacific Gas & Electric Stroug company. 





8.97(1) 41% 33 ‘ Even adverse settlement of present rate litigation not 


Pacific Lighting ...... sushbssedenk. 
en eee necessarily dangerous to com. div. 





‘h k 8.92(3) 121 A No further reduction appears necess: for th 
*Peoples Gas, Light & Coke (8) telling ef Gaplehed carpio ary ere 


The chance of further reduction in the dividend ap- 
somewhat remote. 





*Public Service of N. J. \e NF 60 





*xSouthern California Edison..... eee Dividend reasonably assured. 





Standard Gas & Electrio .......«-+ js gees decide to conserve cash by reducing 





Company Is paying out almost everything recelved, 
but dees not need to build up large surplas. 


KUnited Corp, ....cecececcceccccees 
Dividend payments remote. 


United Gas Corp. ...sseesseeee eee 
*United Gas Improvement . ' ree cue ae safe. Common stockholder 


8% 1% ee ee Dividends depend upon a general change for the better. 
Company is the pinnacle of a vast holdi 
ing company 











@ United Light & Power “A” 
@ United States Electrio (w.w.).... . NF 1% % 
1% 4 - a Foreign properties have introduced complications, 


Resumption of dividends depends spon general bus!- 
20 oe os ness improvement. 








@ Utilities Power & Light ‘‘A’’ , NF 10% 





6 mos, 
@ Western Union .........- Weessio . 419 01 50 12% 


(1) Twelve months ended June 30th. (2) Twelve months ended March S3ist. (3) Twelve months ended: May Sist: (e) Estimated. 
NF—No figures available. 4 Paying and earning dividends. = Paying but not earning dividends, @ Not paying but earning something, 
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Equipments Affected by Curtailed 
Purchasing 


Full Effects of Drastic Economies Will Not 
be Felt Until General Business Improves 


HE maker of producers goods must necessarily suffer 

severely when business at large is involved in a 

chronic state of overproduction. The railroads, whose 
financial troubles obscure the fact that they are geared to 
a very much larger volume of business than is at present 
being received, have neither the money nor 


but better times to become effective. It must also be recog- 
nized that there has been a tremendous increase in equip- 
ment manufacturing efficiency. Operations now are un- 
doubtedly upon a plane which would have been considered 
impossible in 1929 and, while this greater efficiency is 

naturally not particularly effective when vol- 





the inclination to buy new equipment: The 
makers of heavy electrical machinery, gorged 
on the utility boom of 1928 and 1929, are 
now experiencing something akin to a 
famine. The manufacturers of agricultural 
implements, whose prosperity rises and falls 
with the purchasing power of the farmer, 
have done about all that is possible in the 
way of stimulating business by making their 
easy terms easier and now find themselves 
with the best part of their working capital 
tied up in notes receivable. 

That the situation for equipment com- 
panies in general is indeed a critical one can 
be seen from the long list of deficits in the 
accompanying tables. It will also be noticed 





ume is dropping perpendicularly, it will be- 
come so at the first turn of the tide. 

Moreover, it must not be thought that 
every single division and sub-division of the 
equipment industry is completely prostrate. 
Electrical refrigeration, for example, con- 
tinues to make rapid progress. Air-con- 
ditioning which is growing out of refrigera- 
tion meets with increasing public favor and 
if the cost for a six-room house can be 
brought down to a level which corresponds 
with the price of a cheap car and if the 
apparatus can be made as “fool-proof”’ as the 
car, there is a possibility that this division in 
itself will hkecome a major industry. 

In addition to the certain hopeful aspects 








that there are few companies paying a 
dividend on their common stocks and among 
the disbursements which are being make a negligible num- 
ber can be considered even reasonably secure. 
Nevertheless, the situation is not entirely without its 
bright side. The policy of the past few years of making 
almost no new equipment purchases must necessarily have 
built up in all divisions a potential demand which needs 


of the equipment business itself, one must 

not lose sight of the fact that a numter of 
companies are in so favorable a financial position that even 
the long continuance of the present disastrous business con- 
ditions could hardly cast doubts on their survival. Yet 
pessimism has gone ’to such lengths that there are compan- 
ies in this class whose common stocks are selling materially 
under the net quick assets behind them, allowing nothing 








Position of Leading Equipment Stocks 


Electrical 





Price Range ly 
Company r-—1982——., Recent Divi- Yield Inv’ment COMMENT 
982 High Low Price dend % Rating 
w Electric Storage Battery \. 88% 12% 28°: 8 13 C-2 — — forever to pay dividends partly out 
surp! : ‘ . 
. Company should be able to maintain new drastically 
*xGeneral Electric P 27 261% 8% 14 40 2.9 C-1 reduced rate. 

‘ . . Business must - improve materially to warrant. divi- 
Westinghouse Elec, & Mfg 35% 15% 23 fs A C-2 dends—strong financially. 

















Railroad 





é - _ Price Range . 
Company . r—1982——.,, Recent Divi- Yield Inv’ment COMMENT 
19382 High Low Price dend % Rating 
ywAmer. Brake Shoe & Foundry : . . NF 15% 6% 10 -60 6 D-2 — wh to maintain present rate at least for 
the time ing. 
Amer. Oar & Foundry Def b 8% 38% 7 i me D-4 Negligible orders being received. 
American Locomotive NF 9% 3% ae “Re D-2 Depleted railroad purchasing power obscures outlook. 
8 mos. 
Def 8% 8 3 se D-2 Losing money fast, but still strong financially. 
Def(e) 8% 2 ies ie D-2 Business booked In the first 6 months of this year 
considerably under that of 1931. 
6 mos. Is doing comparatively well—may be able to maintais 
1.10(e) 35% 9% 5 C-2 present rate. 
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for plants, equipment, and a good-will which has taken years 
to build up. Regent ere were eyen examples of stocks 
selling for less than the current cash assets behind them 
after paying all bills and allowing for senior securities. 
Nevertheless, it must be frankly admitted that to paint 
too bright a picture of the outlook for the equipments is to 
distort the truth. They have been badly hit and, while 
some are Outstanding examples of financial strength, others 
will have hard work to weather the storm::'In the 
main their reattainment of a prosperous condition will de- 


pend upon improvement in general business. Until, then, 
representative, business indicies show definite’ signs of a pro- 
longed upturn; the equipment field is one in regard to 
which investors inight well be cautious, for the-latest rally 
in stocks has dispelled many price absurdities on the basis 
of financial strength. If, however; an equipment selection 
must be made, we cannot too strongly urge that the choice 
be confined either to the small number of companies mak- 
ing money even under the present difficult conditions, or 
to those whose survival appears most assured. 








Position of Leading Equipment Stocks (Continued) 
Railroad 





Price Range 
Company 193: 


aed 
1932 High Low 


Recent 
Price 


Yield Inv’ment COMMENT 


% Rating 


Divi- 
dend 





w General Railway Signal 5 ‘ 285% 6% 


13 


1 U7 D-1 Even drastically reduced dividend not being earned. 





3 mos, 


New York Air Brake Def 8 4% 


5 


Resumption of dividends depends upon general railroad 


D-4 situation. 





ne ike ? Def 2% 10% 


7 


Near term improvement unlikely, but company Is strong 


D-1_ in liquid assets. 





x Union Tank Car .........e00. eeee NF 19% 11% 


13 


Maintenance of even reduced dividend considered 
somewhat doubtful. 


C-3 





3 mos, 


a Westinghouse Air Brake 12 17% 9% 


12 


D-1 Strong financial position helpfui factor. 








Business 





Price Range 
1982———, 


Low 


Earned 


Per oo 
1932 High 


Company Sa 


Recent 
Price 


Yield Inv’ment COMMENT 


% Rating 


Divi- 
dend 





6 mos. 
= Burroughs Adding Machine -80(e) 13 by, 


C-2 Present dividend cannot be considered wholly safe. 


-80 8 





6 mos. 


International Business Machines.. 5.04 117 52% 


73 


Should be able to maintain present rate easily— 


13.2 B-1 Gov. suit, however, should be watched. 





3 mos, 
Nat'l Cash Register ‘‘A”’ Def 14% 6% 


10 


Dividends accumulating on the ‘‘A’’ stock at rate of 


C-3 $3 annually. 





Remington-Rand, Inc. Def(c) 8% 1 


C-4 Foreign exchange transfer problem majer adverse 


factor. 





3 mos, 


a Underwood-Elliot-Fisher 01 28% 1% 


12 


C-2 Negligible earnings make reduction of div. likely. 








Agricultural 





Price Range 


c P 1 
ompany er eee 
19% 1982 High Low 


Recent 
Price 


Divi- COMMENT 


dend 


Yield Inv’ment 





J. I. Case Company NF 48% 16% 


31 


% Rating 
ne D-2 Large working — is for the most part inventories 


and notes receivable. 





6 mos, 


a Caterpillar Tractor Def 15 4% 


Favorable financial position, but general business 
must pick up before material betterment ean be 
shown. n 


6.3 D-2 





Deere & Co. NF 14% 3% 


D-2 Recovery may be somewhat long drawn-out. 





NF 29% 10% 


a Inter’l Harvester 


Recent price gains by certain farm products slightly 
brightens outlook. 


D-1 





NF 2% % 


Minneapolis Moline Power 


D-4 Suffering from world-wide agricultural dislocation. 





Oliver Farm Equipment NF 2 yy 


Any dividends on the common stock appear exceedingly 
remote. 


D4 








Machinery, Etc. 





Earned 


-—Per Share—, 
1931 1932 


Price Range 
1982——, 


Company jen e. 
i? Ww 


Recent 
Price 


Divi- COMMENT 


dend 


Yield Inv’ment 
% Rating 





Allis-Chalmers Mfg. Def 18% 4 


D-2 Hard hit, but reasonably strong financially. 





xAmer. Machine & Foundry NF 22% T% 


ll 


C-3 New machinery sales this year relatively poor. . Re- 


vised div. no more than fairly safe. 





3 mos, 


Chicago Pneumatic: Tool Def 6% 1 


D-4 Handicapped by decline in construction. 





Fairbanks Morse & Co. NF 5% 2% 


Resumption of dividends depends upon general Im- 
provement. 





Foster-Wheeler Corp. NF 12 3 


Internal economies helping to offset an extremely 
low velume of business. 


D-3 





a Ingersoll-Rand NF 89%, 





More than ordinarily strong finanelally bat contine- 
ance of div. depends upon general improvement. 


D-1 





National Supply Def 9% 8% 


D-8 Curtailment of oi! drilling adverse factor. 





Worthington Pump & Machy NF 23% 5 


D-3 A strong financial position brightens to some extent 


the poor outlook. 








available. (a) Year ended Oct, 31, 


NF—Not 
m@ Paying, but not earning dividends. 


earning dividends, 





(b) Year ended April 30. 


(c) Year ended March 31, (e) Estimated. + Paying and 
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Strength Maintained in 
Depression 


Leading New York Banks Preserve Liquidity and Cap- 


ital Resources — Position Favors Earnings Recovery 


By Warp GATES 


ESS than three years ago stocks of 
leading New York City banks were 
generally considered as “rich men’s” 

investments. Consider a hypothetical 
stock which may be taken as a repre- 
sentative composite of the stocks of 
fifteen leading member banks of the New 
York Clearing House Association. This 
stock sold in October, 1929, at $1,470 
per share. That price was more than A is 
five times its book value—so avid were Ss hE 
investors and speculators to buy it—and \ f 
the dividend yield at $21.15 per share ; 
was but little more than 1.4 per cent. | 

Today this stock would sell for ap- 5 
proximately $152 per share, a decline of 
90 per cent. Its price is only 60 per 
cent of book value. 
as compared to the trifling figure of .1.4 
per cent in 1929, is now 10.65 per cent. 

Obviously, one would think, some startling changes must 

have occurred in the position of the New York banks. 
Either that, or investment fear now has gone to an extreme 
which is a striking counterpart to the unbounded optimism 
of the late lamented boom. The latter conclusion appears 
to be much nearer the mark than the former, for whereas 
our composite bankostock has declined 90 percent since 
1929, deposits during the same time have declined only 
19 per cent, the book value of the’ stock has declined only 
12 per cent and the aggregate item of surplus and un- 
divided profits has declined only'18 percent. 
0} Phes@ figures suggest that pessimism has been rather gen’ 
erally overdone. It is possible, of course, for the complete 
pessimist to fear that our banking structure is going to 
collapse or that our present economic system will vanish. 
In that case the effort to conserve one’s money in any form 
is useless. But if utter disaster is not to come and if we 
are ultimately to have an economic revival, then various 
New York bank stocks can be safely regarded as sound and 
not unattractively priced for long-term investment, regard- 
less of the possibility that they may go lower in any ex- 
tension of the depression and regardless of the probability 
that the general movement toward lower bank dividends 
has further to go. 

Like most business enterprises, the New York banks in 
the aggregate are running at a loss. It could not be other- 
wise under existing conditions, but the loss is reassuringly 
small in comparison with both past profits and with capital 
and surplus funds. It is precisely for the purpose of meet- 
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ing such adverse contingencies as have 
arisen in this depression that the huge 
cushion of capital funds was built up. 
Depression had made a dent in this 
safety fund, but would have to become 
inconceivably more acute and _incon- 
ceivably more protracted to shatter it. 
After charge-offs and reserves for con- 
tingencies during the first six months of 
this year fifteen leading member banks 
of the New York Clearing House 
showed an average ratio of net loss to 
capital funds of 2.67 per cent. This 
compares with a ratio of 3.09 per cent 


mm | aA for the year 1931, and with a profit ratio 


to capital funds of 3.2 per cent in 1930, 
10.2 per cent in 1929 and 10.9 per cent 
in 1928. 

During the half-year capital funds of 
this group of fifteen institutions de- 
creased 5.88 per cent, accounted for by the net loss of 2.67 
per cent, and dividend disbursements of 3.21 per cent. As 
of June 30 the group showed total contingency funds and 
reserves of approximately $140,000,000, as compared with 
$150,000,000 on December 31, 1931. 

The outstanding characteristic of the New York banks 
is abnormal liquidity. This is due to various ‘obvious fac: 
tors, including a scarcity of safe business credit demand and 
the disturbed public psychology. It need hardly be said 
that when liquidity is the primary concern of the average 
depositor, it must also be the primary concern of the bank. 
Moreover, despite the Federal Reserve System the: large 
New York banks have always accepted a kind of reserve 
responsibility designed to safeguard against contingencies in 
other parts of the country. 

In various New York City banks cash items and United 
States Government securities range from 50 to 60 per 
cent of deposits. If other liquid assets be included, such 
as call loans, secured demand loans, paper eligible for re- 
discount and high grade state and municipal bonds, we 
get a condition of liquidity approaching, in some instances, 
70 per cent of deposits. : 

Such liquidity constitutes a remarkably strong barrier 
against the possibility of devastating losses. It is a factor 
of safety to be considered by potential investors in ban. 
shares. Conversely, however, it is obvious that no b 
can be 70 per cent liquid and make fat profits. Under 
normal conditions sume 60 per cent of a bank's earnings 
are derivedfrom the interest on loans, while interest on 
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investments makes up approximately 25 per cent of earn- 
ings and the balance is obtained from miscellaneous services. 
There has been a large shrinkage in loan accounts and 
investments have been increasingly concentrated in short 
term Government securities of low yield. Earnings from 
loans are affected, moreover, by low and falling money 
rates. 

It is possible even under present conditions for most New 
York City banks to earn operating profits in excess .of their 
relatively generous dividends. Charge-offs and sums set 
aside for reserve, however, constitute the fly in the oint- 
ment. It is for this reason that changes in total capital 
funds should be the item most carefully watched by in- 
vestors. 


Satisfactory Profit Possible 


In short, given a cessation of losses on loans and invest- 
ments, these banks could make an entirely satisfactory 
profit and dividend showing even at the present level of 
business. Thus, a flattening out of depression and a stabili- 
zation of business even on a low level would be relatively 
advantageous to the banks. In this connection moderate 
recovery in the bond market and in certain commodity 
prices are tentatively encouraging developments. A major 
recovery in bank profits, however, will necessarily be pro- 
portionate to the next revival in general business. Given 
such a revival, bank stocks should be among the first securi- 
ties to advance. Moreover, the extremity of their deflation 
carries with it substantial promise that such advance may 
be unusually broad. 

Meanwhile, barring an unexpectedly early business re- 
vival, it is not unlikely that the aggregate of dividends paid 
will be further curtailed, since banking policy centers on 
protection of capital funds. This prospect, however, is 
discounted substantially in prevailing prices and yields. It 
is perhaps probable also that any general raising of bank 
dividends would lag somewhat behind recovery in earnings, 
due to the desire to rebuild surplus funds. Conservative 
policy in this respect, however, would not prevent wide 
recovery in bank stock prices, once profits turned up. 

On the whole, it appears a reasonable conclusion that 
of the aggregate banking losses to be taken in this depres- 
sion the major part has already been taken. When banks 
are 60 to 70 per cent liquid no other inference could be 
drawn. In investments, the vast bulk consists of short-term 
United States Government securities, in which possible loss 
is very slight. Investment in other securities has been re- 
duced to a point at which loss is possible only on a rela- 
tively small proportion of banking assets. The weakest 
part of the commercial and collateral loan structure has 
long since been weeded out and what remains appears 
tonoffer'comparatively-mifiot«threat of loss. 

Among New 


the security boom and_ its false philosophy. 

Taking as a test, not reported earnings, but the main- 
tenance of capital funds and, therefore, maintenance of 
book values Of capital stock, seven out of twenty leading 
New York banks and trust companies have made an ex- 
cellent showing in the past year. These are the Bankers 
Trust Co., Central Hanover Bank & Trust Co., Chemical 
Bank & Trust, First National Bank, Irving Trust, Kings 
County Trust, and United States Trust. As the names 
imply, the relative safety and stability of the trust business, 
both corporate and personal, has been a sustaining influ- 
ence of great importance. On the whole, banks strongly 
fortified in the trust field are faring best under prevailing 
conditions. 

It is quite possible, of course, if not probable, that stocks 
of certain banks which have suffered more severely in the 
depression offer maximum possibilities of appreciation in 
revival, since they have been carried down in proportion 
and since any recovery in asset values would necessarily 
mean more to them than to the banks which have sacrificed 
current profits for the sake of maximum safety. 

Moreover, there is grave risk of injustice or error in 
attempting to determine from a_ published statement 
whether one bank is stronger or weaker than another. The 


‘hidden factor is the degree of conservatism with which 


write-offs have been made. This cannot be readily deter- 
mined from comparative statements. 


Four in Strong Position 


Without invidious or misleading comparison, this article 
singles out four bank stocks for special investment atten- 
tion, distinctly upon a long-term basis. They are selected 
both because each appears to be in a notably strong posi- 
tion and because they afford a wide range of choice as 
to price. The four are Central Hanover, selling at $93; 
Bankers Trust, selling at $47; Chemical Bank & Trust, 
selling at $29; and Irving Trust, selling at $1512. 

Central Hanover is;the outgrowth of a merger in 1929 
of the old Hanover National Bank and the Central Union 
Trust. The Hanover National dates back to 1851 and 
long was known as “a bankers’ bank,” specializing in 
accounts of large corporations and financial institutions. Its 
essentially commercial business was rounded out by the 
Central Union merger, the latter bank contributing a very 
large business in corporate and personal trusts. The com- 
bined institution controls one of the largest volumes of 
trust business of any bank in the country. It has. long 
been noted for the ability and conservatism of its manage- 
ment. Unlike the majority of its larger competitors, this 
bank never involved itself inthe securities business. Prob- 
ably the most dangerous’ thing it ever did was to lend Ivar 
Kreuger $1,000,000. The slickest.thing it evervdid-was to 

i get back the 





money. 





York City banks 
the best showing 
throughout the 
depression and 
particularly dur- 
ing the past year 
has been by those 
old - established 
institutions which 
adhered most 
closely to con- 
servative banking 
Principles and 
which were least 
swerved from 


June 30, 1982 
$91,119,469 
101,847,848 

66,260,562 
125,137,163 


Central Hanover 
Bankers Trust 
Chemical Bank 
Irving Trust 
Chase National 
National City 
Guaranty Trust 
First Nationa) 
Corn Exchange 


227,092,007 
270,495,733 
120,273.278 

37,696,477 








Nine Leading New York City Banks 


-—Total Capital Funds——, 
Dec, $1, 1931 


$100,103,248 
100,020,371 
65,758,832 
1255506,711 
291,075,093 
246,289,135 
284,959,088 
122,537,242 
37,549,501 


Total capital 
funds of pees 
Hanover as Oo 
Deposits sl June 30 stood at 
$590,778,953 $86.78 $7 $93 $91,119,469, as 
546,614,377 40.74 8 47 compared with 
275,688,127 31.55 29 $100,103,248 .at 
$85,387,510 25.10 1.60 16 the close of 1931. 
1,802,456,851 35.86 2 24 Before payment 
1,214,266,592 96.64 2 28 of dividends of 
928,343,300 300.55 20 $3,150,000 dur- 
825,368,894 120278 100 970 ing this period, 
245,405,456 50.26 4 51 the decline was 
(Please turn to 
page 476) 
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What Second-Quarter 
Statements Show 


One Industry Has Turned the Corner—A Few 
Others Show Signs of Betterment—Large Number 
Continue at Low Ebb — Stability Increasing 


YY AG 


By Joun D. C. WeELDon 


S reflected in the second-quarter earnings statements 
of leading corporations, the aggregate decline in the 
=, profits of ;Amegican business has not yet:begn halted. 
In at least one major industry, however, a turn for the 
better is clearly indicated. In several others investors can 
find some reassurance in a relative stability of earnings. In 


the. more depressed heavy industries, despite a continued , 


reswen there is substantial long-term promise in ‘the 
remarkable extent by which operating costs have been 
reduced. 


Oils Turn Up 


The petroleum industry constitutes the outstanding 
bright spot in the current earnings record. For it the 
second quarter of 1932 is of probably historic significance 
in marking a rather general turn from loss to profit. While 
this is a highly gratifying development, there is no reason 
to suppose that it is of significance in relation to broader 
industrial revival. 

The oil industry is virtually unique in that depression 
and reduced public purchasing power have not seriously 
curtailed demand. Its problem for years has been one of 
excessive supply and uneconomic competition in market- 
ing. Its present emergence into a more profitable period 
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is due chiefly to effective proration of crude production, 
t the more complete integration of leading companies and 
to the lessons of efficiency learned in a depression which 
by some time preceded that of general business. 

Only a limited number of oil companies have issued 
second-quarter statements. These, however, may be taken 


pes fairly representative of the industry as a whole. The 


Atlantic Refining Co. show#s: profit of $2,750,000 !fdb cthe> 
quarter ended June 30, as compared with $435,000 in the 
preceding quarter and with a net loss of $1,850,000 in the 
second quarter of last year. Second-quarter net amounted 
t» $1.02 per share on the common stock, against 16 cents 
in the first quarter. For the half-year, profit was $3,185, 
000, against a loss of $4,013,000 in the first half in 1931. 
Thus, earnings in the second quarter slightly exceeded the 
company’s common. dividend for the entire year. 

The Sun Oil Co. reports net of $2,030,918, or $1.13 


per common share, for the first half of the year, compared 


with profit of $1,049,403, or 49 cents a share, in the first 
half of 1931. Union Oil of California shows second-quar 
ter net of $550,000, as compared with $100,000 in the 
corresponding quarter of 1931. 

The Phillips Petroleum Co. shows net profit of $1,324, 
430 for the June quarter, or 32 cents a share on the capital 
stock, agairtst a net loss of $2,136,922 in the first quarter 
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and a loss of $2:054.802 in the second quarter of last year. 
Since -June- 30, 4931,-the- company has reduced its bank 
loans from $18,000,000 to $6,000,000. In the first half 
of this year it has retired $1,476,000 of its bonds. 


Resistance of Essential Industries 


Companies dealing in foods and other necessities of life 
show, as might be expected, a considerable resistance to 
depression. While earnings have declined, most such com- 
panies at least remain on the profit side by a substantial 
margin. The General Foods Corp. in the June quarter 
earned profit of $3,455,325, against $4,595,059 in the cor- 
responding quarter of 1931. For the half-year the com- 
pany’s net was $7,889,100, as compared with $10,167,458 
in 1931. 

General Mills for the year ended May 31 had the distinc- 
tion of earning $3,891,200 or a trifle more than the $3,869,- 
665 shown for the preceding fiscal year. The Beech-Nut 
Packing Co. shows a comparatively moderate recession, 
profit for the June quarter being $493,555, against $636,- 
092 in this quarter of last year. Net for the half-year was 
$961,554, against $1,172,970 last year. Loose-Wiles Bis- 
cuit Co. earned $368,203 in the June quarter, against $551,- 
600 in the second quarter of last year. A particularly good 
record is shown by the National Biscuit Co. Second-quar- 
ter profit was $4,280,038, against $4,566,121 in 1931. The 
half-year profit was $8,499,996, against $9,406,791 in 1931. 
Kroger Grocery earned $1,365,045 for the twenty-four 
weeks ended June 18, against $2,316,242 in the correspond- 
ing period last year. The Corn Products Refining Co. 
earned $2,042,208 in the June quarter, against $3,104,888 
in the June period last year. 

Evidently the American public has now reached the 
point where it is reluctant to 


or $4.89 per share, in the first half of 193t= Net income 
of the-Public-Service Corp. of New Jersey-for June was 
$1,984,193, against $2,228,467 in June of Jast year. For 
the year ended June 30, net was $30,149,236, as com- 
pared with $31,267,815 in the preceding year. 


Hard Hit Chemicals 


Profits of the chemical industry, largely dependent upon 
general business conditions, have been hard hit by depres- 
sion. E. I. duPont de Nemours & Co. shows net profit 
of 27 cents a share on its common stock for the June 
quarter, as ccmpared with $1.23 a share in the second 
quarter of 1931. The bulk of even this small profit was 
contributed by dividends from the company’s large holding 
in General Motors, its operating net for the quarter be- 
ing only 4 cents a share. Mathieson Alkali earned 20 cents 
a share in the June quarter, against 32 cents in the first 
quarter and 51 cents in the June quarter of 1931. Mon- 
santo Chemical earned $258,361 in the second quarter, as 
compared with $416,076 in the corresponding period last 
year. Union Carbide, second quarter, $2,254,997, against 
$4,506,155 last year. Commercial Solvents Corp. earned 
$295,820 in the second quarter, against $644,799 last year. 
The sulphur companies show relatively stable earnings, 
Texas Gulf Sulphur reporting net of $1,384,423 for the 
second quarter, against $1,939,967 last year. Freeport 
Texas Co. in the first half of the year had profit of $1,060,- 
743, as compared with $1,185,092 in 1931. 

Companies in the field of construction have had earnings 
seriously impaired. Johns-Manville Corp. in the second 
quarter suffered a loss of $602,270, against a profit of 
$715,657 in the second quarter of 1931. Otis Elevator 
had a loss of $149,595 in the June quarter, as compared 
with a profit of $1,385,658 in the 
June quarter of 1931. 





spend even its nickels. The Wil- 





liam Wrigley Co. earned $1.800.- 
340 in the June quarter on its 
sales of chewing gum, as com- 
pared with $3,057,221 in the 
second quarter of 1931. Ameri- 
can Chicle, however, had profits 
of $516,430 in the second quar- 
ter, against $624,115 last year. 
Hershey Chocolate, to whom the 
Scent customer also is important, 
earned $1,000,445 in the second 
quarter, "against $2,047,950 last 
year. 

Most drug, soap and cosmetics 
companies also remain on the 
profit side, although profits have 
dwindled Oitiportantly 3Forq theod2 . 
year ended June. 30 Procter & 
Gamble earned $9,132,545, 
against $22,650,818 in the preced- 


panies. 


business. 


Genuine and permanent recovery in 


security values will necessarily depend ap 


upon a recovery in the level of corporate 
earning power. The accompanying analy- 
sis of second-quarter earnings statements 
of leading companies indicate that the 
general shrinkage of profits has not yet 
been reversed for the majorityof com- 
It does, however, suggest that 
widespread reduction in costs paves the 
way for relatively rapid profit recovéry 
on any substantial expansion of gross 


The automobile industry like- 
wise presents an uninspiring 
profit picture, although the finan- 
cial strength of most units in this 
field has been impressively main- 
tained. General Motors Corp. 
in the second quarter earned only 
$5,326,377, as compared with 
$55,122,767 in the corresponding 
quarter of last year, or 7 cents 
a common share, against $1.21 a_ 
share last yéaf?/ Chrysler earned 
$1,186,052 in the second quarter, 
against $3,321,962 in the June 
quarter of 1931. Nash Motors 
“ad profit of $322,281°in the 

second quarter, agaitiét $1,26091 

574 last year: ‘Since the second 

quarter is the most active of the 

year in the automobile industry, 





ing._year. For the six months 


these records suggest a further 





ended June 30, Colgate-Palm- 

olive-Peet earned $1,030,711, against $4,003,694 in the 

corresponding period of 1931. The Lambert Co. in the 

- quarter earned $1,147,699, against $1,462,222 in 
1. 


There is no surprise, of course, in the fact that public; — 


utility earnings have stood up much better in depression 
than have the profits of most other industries, for the in- 
ustry is non-competitive and its products are necessities of 
modern life. The reports of two large companies may be 
taken as representative. For the six months ended June 30, 
het income of American Telephone was $75,099,346, or 
$4.02 per common share, as compared with $89,212,357, 
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shrinkage in the present quarter. 

As to railroad earnings, no detailed comment is necessary. 
The second quarter of the year saw a continuation of the 
shrinkage in income, with the majority of roads hard-pressed 
to cover fixed charges and only a few showing any earn- 
ings available for stockholders. In coming months, 
however, seasonal improvement in this industry is 
probable. 

The steel industry, always noted for its “prince and 
pauper” alternation, remains for the present in the pauper 
stage. The second-quarter report of the United States Steel 
Co. may be taken as typical. Its loss for this period was . 

(Please turn to page 479) 
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Our Stake In Chile | 


Recent Political Disturbances-;[hreaten Amer- 
ican Investment of '700 Million Dollars 


By WarrEN BEECHER 


Among the South American countries Chile is 
second only to Argentina in amount of U. S. 
capital invested. 

Important American concerns with branches or 
subsidiary companies in Chile include: 

American and Foreign Power 
Anaconda Copper 

Bethlehem Steel 

Colgate-Palmolive-Peet 

Du Pont 

Ford Motor Company 

International Telephone and Telegraph 
Kennecott Copper 

United States Steel 

Guggenheim interests in Cosach* 


ARGENTINA 
$808,000,.000 


BRAZIL 
$557000,000 


*Chilean Nitrate Combine: Compania de Salitre de Chile. 


U. S. Trade With Chile 
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We Sell, to Chile 


3 Year Average 
Value Value 
thousands of $ Commodity Quantity thousands of $ 


iq We Buy From Chile 
é 3 Year Average 


Quantity 
8,631 


1000 Ibs. 211,876 

“ 35,359 
617 
835 
1,611 


“ee “ec 


tons 
“ tons 
ILE the coup d'etat in Ger- 

many represents a dictatorship 

with a decided inclination to 

the right, the newly set-up provisional 
government of Chile under the Social- 
ist leader, Carlos Davila, is distinctly 
a revolt favoring the left. This is by 
no means a favorable development in 
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32,615 Machinery 
4,106 
2,158 

30,662 
2,364 





the country which is the first among 
those in South America in point of 
American capital invested in corporate 
enterprise. Over 330 million dollars 
of our money are invested in copper 
and nitrates in Chile and nearly 67 
million in utilities. It is true that the 
new government has announced_that 


Iron and Steel Prods wicks 
Gasoline and Fuel Oil...1000 bbls. 5,970 


6,284 
6,285 
2,508 
4,664 


private enterprise will be allowed to 
continue; but the official program calls 
for a tremendous tax on all large for 
tunes and incomes and division of large 
estates for colonization which are not 
paying taxes. 

The new regime is effecting a state 

(Please turn to page 476) 
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Bonds Respond to Allayed Fears 


The Real Test Is Not How High the Market Can Go 
At This Time, But How Well the Decided Appre- 
ciation from the Year's Lows Can Be Maintained 


ECOVERY in the bond market has picked up im- 
pressive momentum, the rally at this writing having 
nullified the major part of the severe loss recorded 
between March and the start of June. 
been so broad and persistent as to suggest rather strongly 
the probability that bottom has been seen in this market, 


The movement has 


By J. S. WitiraMs 


vague fears than by a rational estimate of current values. 
It was apparently believed by many investors not long ago 
that bonds of most railroads were headed for receivership. 

Even if this were true, bond prices were unjustifiably low 
in early June. From such a grotesque nightmare there was 
certain to be an upward reaction and a gradual recognition 
by investors of existing values. 


regardless of the lack of convincing evidence of a real turn 
in the business tide and regardless of the generally low 
state of corporate earning power. 

It is perhaps hardly to be expected that the recent speed 
of recovery can be much longer maintained in an invest- 
ment market, unless in coming weeks the business indexes 


The fear of wholesale rail receiverships has now been 
relieved. By means of the credit extended by the Recon- 
struction Finance Corporation, the weakest roads will be 
tided over the rest of this year at least.. If, thereafter, 
there is a substantial business revival the Federal relief 


reflect a substantially greater business improvement than 
now appears likely. A slackening of the pace of advance, 
however, would in no sense be disappointing. The real 
test is not how high the market can go at this time, but 
how well the decided appreciation from the year’s lows 


can be maintained. 

With the adjournment of Con- 
gress, one of the chief factors of 
uncertainty and hesitation in the 
market has been removed. Fears 
of currency inflation, much ex- 
aggerated a few weeks ago, have 
now waned. Inflationary proposals 
will at ‘least not be heard again 
until Congress reassembles. ‘This 
will not be until December at the 
earliest and it may be later. Even 
with Congress back in. session, it 


may well prove thatthe publit’s ~ 


fear of inflation has passed its peak. 
While the budget has not been 
conclusively balanced, the greater 
part of the gap between govern- 
mental revenues and expenditures 
has been closed. This should make 
it possible to hold any necessary 
Federal borrowing next year 
within a safe minimum. 

In the main, the cause of the 
much improved tone in bonds ap- 
pears to be psychological. The 
fact is, as repeatedly emphasized in 
this publication, that the recent 
low quotations represented an ap- 
praisal determined much more 
largely by forced liquidation and 
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program will have proved a success. 
ing roads will have increased their debts and fixed charges 
and some reorganizations will be inevitable although 
probably on no such scale as recent fantastic prices ap- 


peared to suggest. In any event, thanks to Government 


If not, the borrow- 


help, a period of months lies ahead during which the 





Price SCALE 





THE MWS. BOND PRICE AVERAGES 


FOREIGN . Bonos 


10 SECOND GRADE 





i952 








specter. of receivership can hardly 
arise. 

Recovery in bonds has served its 
usual function of substantially 
bolstering sentiment. 
represents the beginning of a gen- 
eral turn inthe underlying, de- 
pression is by no means clear. 
Since most bonds were much 
under-valued even on_ existing 
earnings, it follows that a rational 
adjustment to higher prices is 
quite logical without any change 
in the level of corporate earning 
power. In short, recovery in 
bonds and the permanent main- 
tenance of a price level substan- 
tially above the year’s lows 
would be possible without the 
dynamic business change which 
would be necessary for sustained 
recovery in equities. 

Not the least important aspect 
of the current recovery is the op- 
portunity it offers for long-delayed 
new financing. Thus far, this has 
been confined chiefly to gilt-edged 
mortgage issues of operating pub- 
lic utilities. Such offerings have 

(Please turn to page 479) 


461 





Whether it . 


The Magazine! of 


HE MAGAZINE OF 


formed on the largest number of issues. 


WALL STREET'S 


BonD 
Appraisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 

and prospective buyers of bonds may be constantly in- 


It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 
relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities at this time, 
“starred” those which appear to us the most desirable 


we have 


on 


an 


investment basis. 





a 


Generally, commitments 


should be assumed in accordance with the discussion 
on the previous page. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 

Note: Two considerations present themselves to the 
investor in relation to any bond today—the credit 
standing of the company and the current earning posi- 
tion. In appraisal, therefore, it is desirable to compare 
the price peak of 1929 and the number of times fixed 
charges were earned in that year with the relationship 
existing between price and earnings today. 








Railroads 





Total Amount 


funded of this 


Fixed Charges 
times earned 


Price 






























































Company debt issue 1929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1930 1981 High Recent Maturity 
Alleghany Valley Rly. Gen. (now Ist) 4s, v Earnings Penn. R. R., guarantor—High 

DE Abas sbeatontatahoawessaaneinnhace 608 20 23v 19v 1.8v 95 81 6.6 grade. 

Atch., Top, & Santa Fe Adjust. 4s, 1995... 311 52 5.6 3.9 2.8 93 85 4.8 Junior to the General 4s, 1995, but still 
high grade. 

Atlantic Coast Line Ist Cons. 4s, 1952..... 155 51 2.6 1.9 | 95 70 6.8 Reasonably well secured issue, 

Baltimore & Ohio Ist 4s, 1948............. 627 157 2.0 1.7 1,1 93% 14 6.7 Secured by valuable mileage. 

ye ayy = R, of New Jersey Gen, (ist) 

By. FOU. cdscccccecsccccevesncsecszecice 57 49 1.9 1.5 1.0 111% 83 6.1 High grade, but debt per mile is large. 
ame & Ohio Gen. 4%s, 1992........ 224 50 4.5 4.2 3.5 100% 86 5.3 Subject to some $42 million prior liens. 
Chicago, Milwaukee, St. Paul & Pacific ‘Junior issue and failure to earn charges 

SE ED cca kcnebsancccncebonecece 477 106 2.2 1.3 7 94% 20 - disquieting. 

Chicago & North Western Gen. 5s, 1987.... 350 141 2.1 1.5 6 109% 59 8.5 Loss of traffic somewhat alarming 
Oleveland, Cincinati, Chicago & St. Louis x Earnings are N. Y. Central’s, Sane of the 
Ref, & Imp. “E’’ 4%s, 1977........... 178 65 2.8x 16x 1.0x 100% 88 12.0 road. 
%Erie Railroad Cons. Prior Lien 4s, 1996.... 288 35 1.8 1.3 9 88 68 5.9 Unlikely to be disturbed under any circum- 
stances, 
Great Northern Gen. ‘‘E’’ 4%s, 1977..... - 855 206 2.4 2.0 1.3 97% 50 9.2 Secured by — property and by pledge of 
; Burlington stoc! 
Kansas City Southern Ist 8s, 1950..... jae 80 2.2 1.5 1.1 885 58 7.2 Reasonably cove al obligation, 
Lake Shore & Mich. Southern 1st 3%s, 1997 670 50 2.8y 16y 10y 81% 71 56.0 y = sme —* earnings, assuming co.— 
igh grade. 
Lehigh Valley Gen, 4s, 2003 .......... Gece | «600 72 2.1 1.4 BS 90 35 11.4 Anthracite traffic drastically lower, 
Long Island R. R. Ref, 4s, 1949......55.. 651 27 3.0 3.2 2.9 9214 78 6.1 Guaranteed Penn. R. R. In addition to 
which road’s own income holds compara- 
; tively well. 
Morris & Essex R. BR. Ist Ref. 3%s, 2000 35 2.9w 18w llw 80% 69 56.1 w noms gd dD, L. & W., guarantor—Well 
secured issue, 
New Orleans, Texas & Mexico ist _ Lacks junior issues to cushion effect of 
Ser, “A” BUS, 1054 .....cccccccccces 45 43 1.5 1.2 A} 105% 23 ae traffic decline. 
* Northern Pacific 'Prior Lien 4s, 1997....... 313 107 2.5 2.2 1.6 91% 80 5.0 Strong, well secured issue. 
Pennsylvania R. BR. Gen. 444s, 1965........ 651 285 2.3 1.9 1.3 100% 72 6.6 Reasonably safe issue. 
Pere Marquette Ist ‘‘A” 5s, 1956......... 17 65 3.8 1.7 6 104% 44 12.3 No junior issue to act as cushion. 
Texas & Pacific Gen. & Ref. ‘‘O’’ 5s, 1979. 85 40 2. 1.9 15 100% 40 12.5 Subject to substantial prior liens. 
* Virginian Railway Ist ‘‘A’’ 5s, 1962...... 66 60 2.5 2.1 1.8 108 83 6.8 — easily earn fixed charges 1932—high 
grade, 
+ Western Maryland Rx R. Ist 4s, 1952..... 65 a7 19 1.62 1.32 82 52 9.8 z Earnings Western Maryland Ry. Co.—Suc- 
e cessor, 
Western Pacific Ist ‘‘A’’ 5s, 1946......... 54 45 12 0.9 3 100 34 Lack of earning power warrants caution. 
i Z08q . “qe . 
Public Utilities 
nn Power ~# & Ref. 4%s, 1967.:... 97 63 2.8 2.3 1.9 96% 72 & Junior issue with: considerable’ merit. 
Am. Power & Light Deb. 6s, 2016........ 364 46 18E 17E 1.6E 106% 58 10.4 Holding Company unsecured obligation. 
Appalachian Elec. Pwr, Ist & Ref. 58, 1966 85 63 2.3 2.2 2. 99% 82 6.5 Reasonably sound holding. 
Bell Telephone of Pennsylvania Ist & Ref. 
8 NG er ee 97 85 8.2 2.7 2.8 108% 101 4.9 Impressive earnings record—high grade. 
Brooklyn Edison Gen. ‘‘A’’ 5s, 1949........ 67 56 65 6.1 6.2 105% 103 4.7 Exceedingly high grade investment issue. 
x Cincinnati Gas & Elec, Ist ary 43,1968... 35 35 6.7 5.3 5.4 90% 92 cx } Columbia Gas controls—highest class of 
utility investment, 
Commonwealth Edison Ist ‘‘F’’ 4s, 1981... 180 157 3.8 3.7 8.3 15 6.5 High grade, but Insull fiasco depressing 
influence. 
Con, Gas of New York Deb. 4%s, 1951.... 343 340 5.3 5.5 4.9 am 90 5.4 Unsecured obligation of a strong company. 
Cont. Gas & Electric Deb. ‘‘A’’ 5s, 1958... 117 52 1.8 1.7 1.7 91% 48 11.2 Among the better utility debentures. 
Duke Power Ist & Ref. 4%s, 1967......... 64 40 3.7 3.0 2.7 97% 89 5.2 Strong issue—interest charges well earned. 
Florida Power & Light Ist 5s, 1964........ 714 52 1.5 1.5 1.5 938% 61 9.2 Medium grade bond. 
— Power & Light Ist & Ref, ‘‘C’’ 5s, Represents large proportion total debt— 
eS SER RE « SE area a eee RR 1388 95 1.9 1.8 1.7 94, 58 9.5 medium grade. 
Tassie Power & Lt. Ist ‘‘A’’ 5s, 1957 38 38 2.9 2.7 2.5 99% 86 6.1 Reasonably safe holding 
International Tel. & Tel, Deb. 5s, 1955.... 187 123 3.0 2.3 1.8 ws 30 os Chaotic conditions i obscure outlook 
—fair speculation. 
* Jersey P»wer . a Ist & Ref. Strong issue affected by Mid West control. 

(now hic Hp”? G50, BOGE... 20 vvessrcee 42 42 2.3 3.0 2.8 78 6.1 

Kansas City Power & are ist 4%s, 1961. 41 41 3.8 3.7 4.0 93 5.0 High grade investment, 
Milwaukee Elec. Rly. & Light Ref. Ist 
(now Ist) = DONE a chen Ahickaaie chess ys 64 64 3.4 2.9 19 101% 78 6.7 Medium grade issue. 
*New England Tel. & Tel. Ist ‘‘B’’ 4%s, '61 88 75 3.2 3.2 3.1 100% LAs 4.7 Gilt-edged. 
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Total Amount. Fixed Charges Price 
funded of this’*‘‘’' times earned 
Company debt issue 1929 Yield to COMMENT 
(mil’ns) (mil’ns) 1929 1930 1981 High Recent Maturity 
Pacific Gas & El, 1st & Ref. ‘‘F’’ 4%s, '60 336 170 2.5 2.4 2.4 aim 87 5.4 Strong investment issue. 

Pacific Gas & Electric Gen. & Ref. 5s, 1942 336 386 te 2.4 2.4 108% 102 4.7 Prior in lien to the lst & Ref. bonds. 
Philadelphia Co. Sec. 5s, 1967............ 150 60 2.3 2.4 2.3 100 80 6.4 Secured by pledge Duquesne Light common, 
Public Serv. El. & Gas Ist & Ref, 444s, ’67 1:9 91 3.9 4.0 3.8 100 97 4.7 High grade investment issue. 

Southern California Edison Ref. 5s, 1951... 138 120 3.8 3.3 3.2 102% 97 5.3 High grade issue—Interest amply covered. 
Washing’n Water Power Ist & Gen. 5s, 60 21 15 6.2 4.0 3.7 me 89 5.8 Substantial margin of safety in earnings. 

% West Penn. Power Ist ‘‘G’’ 5s, 1956...... 47 47 4.2 4.0 4.1 106 100 5.0 High grade investment issue. 

American Rolling Mill Deb, 5s, 1948.....:. 43 24 5.3 1.1 def 102% 38 os Speculative—company hard hit, 

American Smelting & Ref. Ist ‘‘A’’ 5s, '47 36 386 12.6 7.1 1.5 102% 81 7.1 Affected by chaotic copper situation— 

: issue, however, possesses decided merit. 
Armour & Co. (Del.) Ist Guar, ‘“‘A’’ 5%s, : ce Earnings of Armour & Co, (Ill.), guaran- 
PGE. rhe dtedew cde s ba tA srs hb ws vee wes 68 56 13c  1.0c defc 92% 6 S118 tor—somewhat speculative. 

California Packing Conv, Deb, 5s, 1940.... 15 15 1.2 def 60 13.3 Drastic decline in earnings over last year 
or two. 

Dodge Bros. Deb. 6s, 1940.............+.. 44 44 7.24 11d 1.74 105% 73 11.2 d Earnings Chrysler, assuming co.—Medium 
grade, 

Goodyear Tire & Rubber Ist & Coll. 5s. ’57 61 56 4.8 3.0 2.2 95 70 7.7 Medium grade obligation, despite present 
deplorable condition of the industry. 

Illinois Steel Deb, 4%s, 1940............. 30 19 26.2a 20.02 3.4a 100 97 5.0 a U. 8. Steel's earnings, guarantor of obliga- 
tion, 

Libby, McNeill & Libby Ist 5s, 1942...... 12 12 2.8 2.6 def 94 54 13.5 Earnings off sharply—speculative. 

Liggett & Myers Deb. 5s, 1951............ 28 15 18.9 15.2 14.7 104 103 4.8 High grade issue, 

xLiggett & Myers Deb. 7s, 1944............ 28 13 18.9 15.2 14.7 121% #4«42118 5.0 Senior to the 5s of 1951. 

Loew's, Inc., Deb, 66, 1941.........cc008. 82 11 NF NF NF 100% 76 10.1 Medium grade—affected by beclouded con- 
dition of the industry. 
New York Dock Ist 4s, 1951.............. 24 13 1.8 1.8 1.7 87% 52 9.5 Probably over-depressed at present prices. 
Paramount-Famous-Lasky (Now Paramount Prospects uncertain. 
ak Oh Oe See 109 12 5.5 5.0 2.0 100% 20 
Std. Oil Co. of + Y. (Now Socony-Vacuum) Strong debenture, despite recent drastic 
ls UE he cindanctwatubadeescéess 99 50 17.7 9.0 a 98% 91 5.2 slump in earnings 

Std. Oil Co. On + Je) cae Ns Oe 173 90 19.7 1.4 8.2 108% 108 4.7 Industrial issue of the highest class. 
Texas Corp. Deb. 3 ee 115 100 3.2 def 103 86 6.7 Medium grade, but deficit suggests caution. 
— Prod, (N, *) C Coll. Trust Deb. Secured by pledge of a lease agreement 

aeehhe tos awh wanes, 36 36 es my 93 7.0 with Am, Tobacco—interesting issue. 
une Gulf Coll. Trust 5s, 1950............ 60 60 83.0b defb 93 5.6 b Gulf Oil (Pa.) earnings, virtually guaran- 
tor of issue, 
Western Electric Deb. 5s, 1944............ $5 85 6.9 4.3 3.3 105 92 5.9 Strong issue, though co,’s present earnings 
bi believed poor. 

Wilson & Co. Ist 6s, 1941................. 20 19 2.3 2.6 def 103% 74 10.6 + Medium grade—company hard hit. 

Amount Fixed Charges 

of this times earned 
Company Due issue Recent Yield to COMMENT 
date (millions) 1930 1931 Price Maturity 
Bethlehem Steel P, M. & Imp. 5s......... 7.1.86 26 4.3 1.0 Steel industry badly depressed—Issue now 
82 16.7 but medium grade. 

Chicago & Northwestern Deb. 6%4s........ 8.1.36 15 1.5 6 65 eo Road faces serious financial difficulties. 

%Consumers Power Ist & Ref, 5s........ om 33 4.5 3.7 102 4.4 Exceedingly high grade issue. 

%Corn Products Refining Ist 5s............ 5.1.34 2 138.0 121.7 103 3.4 In the highest class of industrial invest- 

ment, 

*Cumberland Tel. & Tel. Gen. 58........ ocn- Kane 15 3.9m 3.7m 102 4.4 mEarnings Sou. Bell Tel, assuming co.— 

Highest grade, 

Edison Electric Ill, (Bos.) Notes 5s....... 5.2.35 125 3.2 3.2 100 5.0 Company enjoys a fine credit standing. 

Glidden Co. Notes 648 .............005: 6.1.35 6 1.0 1.5 71 oe Company hit by depression and past expan- 
sion, 

Great Northern Gen, ‘A’? %s......seeee0e0 7.1.86 206 2.0 1.3 65 bs Secured by entire property and deposit Bur- 

ra r . lington stock. 

Lehigh Valley Coal 1st: 6s. ..00..s0iact... 811.88 10 1.3 1.3 63 Secured on coal lands and gaarantesa Le- 
high Valley R. R. 

Long Island R, BR. Deb. 58......--.-+00. . 5.1.87 6 8.4 2.9 13 12.4 Sympathetically affected general deplorable 
R. R. situation 

Louisville & Nashville Ist 5s ....... cicvee > Oneee 2 1.6 11 90 7.6 In the highest class of railroad investment 

. issues, 

Milwaukee & Northern Ist Ext, 4%4s...... 6.1.34 5 1.8n 0.4n 87 12.0 n Earnings of Chic., Mil, & St. Paul, assum- 
ing road. 

New York Central & H. R, 4s............ 5.1.84 48 1.6p 1.0p p Earnings N. Y. Central R. R., assuming 
co.—Strong issue under influence possible 

66 ae financial difficulties, 
Portland (Ore.) General Electric 1st 5s. 7.1.85 7 2.3 2.0 87 10,1 Well secured bond, but co, faces possible 
St. Paul, er & Manitoba Cons. ; refunding difficulties, 
(Now Ist) 4%s .......... Saeki ce ak ance, | Sane 42 2,0q 1,8q 90 15.4 q Earnings Great Northern, assuming co.— 

High grade. 

Smith (A, 0.) Ist OHS .cccccccccccccccce Oel.88 3 22.6 13.9 98 8.6 Company’s strong financial position reas- 
suring—Interesting issue. 

Southern Pacific R, R. (Cal.) Ist 5s....... 11,1,87 4 2.1r 1.2r 100 5.0 r Earnings Southern Pacific R. R., guarantor 

—High grade bond. 

_Texas Power A ee Cree oo: OLS 25 2.2 2.0 * 96 5.9 Reasonably safe investment. 

Third Avenue R. R, ist 5s.. 5 1.6 1.9 89 1.7 Among the stronger traction issues. 
White Eagle Oil Deb. Bs... 4 4.6s ls 102 5.0 s Earnings Std. Oil N. Y. (Socony-Vaeuum) 


assuming co. Secured equally with co.’s 
own debentures, - 








=— 
%* Our preferences in above list. 











E—Estimated. 








. NF—Not available. 
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Rate Fixing By Arbitration 


A Hitherto Untried Method of Settling Rate Con- 
troversies Between Public Utilities and Their Customers 


By Ernest GREENWOOD 





authoritative approval and 





RBITRATION, as a 

method of settling dis- 

putes, is almost as old as 
the law itself. It has been used 
over and over again since the 
early days of history as a 
means of escape from the de- 
lays and expenses of ordinary 
legal processes. 

Arbitration laws abrogating 
common law rules have been 
adopted by Arizona, California, 
Connecticut, Hawaii, Louisi- 


practical. 


The plan for settlement of rate questions 
offered in this article appeals to us as highly 
It has potentialities for saving 
money not only for the taxpayer and con- 
sumer, but for the investor in utilities whose 
funds it is that are dissipated in the endless 
litigation of the present system. 


promulgation. The company 
would have agreed to them 
through its representatives. The 
city would have agreed to them 
through its representatives. The 
public would have a sense of 
security because not only the 
representatives of the city gov 
ernment but their own repre: 
sentatives, the independent 
group on the Arbitration Board, 
had agreed to them. If any 








anna, Mississippi, New Hamp- 
shire, New Jersey, New York, 
Ohio, Oregon, Pennsylvania, Rhode 
island, Wisconsin and the United 
States. These laws permit the parties 
to enter into an agreement containing 
an arbitration clause to compel arbitra- 
tion and set up machinery to that end; 
provision for stay of any action com- 
menced in violation of such arbitration 
clause; and provide for the irrevoca- 
bility of the authority of the arbi- 


trators. 
Application to Utility Rates 


The principle of arbitration has never 
been applied to rate fixing for electric; 


utilities although there is no apparent’ 


reason why it should not be. There 
is 10 reason why any community, or 
group of communities served by a single 
company or system, struggling with a 
rate controversy cannot enter into an 
arbitration agreement with the com- 
pany and set up an Arbitration Board 
consisting of men so outstanding in the 
business, industrial and commercial 
world that the integrity of their find- 
ings could not be attacked. On this 
board both the company and the com- 
munity could be represented with the 
balance of power held by a third and 
independent group picked by these rep- 
resentatives. 

The members of such a board, as- 
sisted by a small group of picked en- 
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gineers and other experts, could sit 
around a table, and arrive at some 
agreement for a scientifically con- 
structed rate structure which would 
meet any merited complaint on the 
part of the public. There need be no 
long drawn out public hearings or 
voluminous printed records of proceed- 
ings. There need be no lawyers rep- 
resenting various groups and no sum- 
moning of endless witnesses anxious to 
get into the public prints. There need 
be no formal proceedings of any kind 
—just a series of friendly private con- 
ferences instead of the hearings which 


sometimes last over a period of years 


in the case of a complaint to a Public 
Service Commission or the cat-and-dog 
fight involved in a rate case carried 
into court which always results in an 
appeal no matter which side may win 
or lose. 

The first objection which might be 
raised to such a scheme is that it would 
have a tendency to tear down the 
whole system of regulation by state 
laws administered by Public Service 
Commissions. This is not true. It 
would not disturb the present situation 
in the slightest degree. The final 
opinion or agreement reached by the 
Arbitration Board could be handed to 
the Public Service Commission as its 
best judgment as to proper rates for 
the various classes of service for 


group or groups should file a 
complaint against the new rates 
for the sake of raising a disturbance the 
burden of proof would be upon them. 
The Commission could hold hearings, 
if it thought advisable, with the Board 
of Arbitration defending the new rates 
and with ample evidence to back them 


up. 
Why State Regulation Fails 


The theme song of all professional 
advocates of municipal, regional, state 
or Federal ownership and operation of 
electric utilities is that “regulation by 
states has failed.” If this is true, even 
in the slightest degree, then the fault 
must lie with the machinery set up to 
enforce the public utility laws in’ the 
various states. The laws themselves are 
sound enough and if properly enforced 
give adequate protection to both the 
consuming public which has given the 
utility a monopoly insofar as competi 
tion from a like service of like kind is 
concerned and the companies which 
have undertaken to render the service. 

This does not necessarily imply that 
the members of the various public 
service commissions are dishonest and 
playing into the hands of the com 
panies. Nor does it suggest that they 
are inefficient or negligent in their 
duties to the public. It does suggest, 
however, that possibly there may 
something wrong with the procedure 
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which keeps the public mind in a con- 
tinual ferment of dissatisfaction. 

An admirable illustration is that of 
New York City with its 7 millions of 
people crowded into an area of 300 
square miles and with its perennial 
complaint about electric light and 
power rates—most particularly about 
residential rates. It presents not only 
all of the problems facing the operators 
of electric light and power companies 
but several very special problems of 
population density, construction, dis- 
tribution and load factors which are 
not to be found in any other city in 
the world. . 


New York’s Experience 


In 1923, Mayor Hylan filed a com- 
plaint on behalf of the city with the 
Public Service Commission. The hear- 
ings held in response to this complaint 
stretched over a period of six years. In 
July, 1931, the companies serving 
Greater New York announced a new 
rate schedule which had been agreed 
to by the Commission and which, it 
was claimed, would save the consumers 
at least 54, million dollars a year. But 
the public was skeptical. It wanted 
to know what class of consumers would 
be benefited—the small, domestic cus- 
tomer or the users of large commer- 
cial and industrial electric light and 
power. 

Some time later Mayor Walker filed 
a complaint against the new rates which 
was followed by a move on the part of 
the Corporation Counsel to impound 
all payments made by consumers until 
the Commission decided to do some- 
thing about it. It was claimed that the 
new rates were not working out as a 
reduction to the mass of small 
consumers and that through 
consolidations and savings the 
Edison companies should effect 
reductions totalling 20 million 
dollars. Finally the Commis- 
sion held public hearings on a 
separate complaint filed by a 
taxpayers’ association and has 
now reached the conclusion 
that “until there has been a 
fair trial period of the present 
rates, no formal rate proceed- 
ing should be _ instituted 
against the six companies 
which have put the present 
rates into effect.” 

A study of the opinion 
handed down by the Commission in- 
dicates that about the only way of fix- 
ing new rates is by negotiation and 
agreement between the companies and 
the Commission. It also indicates that 
this method of rate fixing is unscien- 
tific and lacking in any sound founda- 
tion on which the new rates might be 
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based. It admits that the Commission 
does not know whether the new rates 
are having the promised effect or not. 

The trouble with this method of rate 
fixing is that it is a system of trial and 
error with the odds in favor of the 
error. The commission holds a lot 
of hearings, prints voluminous reports, 
puts down some figures on paper in 
agreement with the companies, and 
says: “We'll try this scheme for a year 
or two.” 

Great difficulties beset the way of 
fixing the value of public utility proper- 
ties. There seems to be almost insur- 
mountable obstacles in the way of using 
“reproduction cost,” “actual cash in- 
vestment,” or “prudent investment” as 
a basis for valuation. They back away 
from a formal rate proceeding in the 
courts and with good reason, for it 
means years of litigation and a very 
large expenditure of money. 

But the consumers in Greater New 
York are just as dissatisfied with the 
new rates as they were with any pre- 
ceding rates and the discussion of the 
Public Service Commission leaves them 
cold and unresponsive. They point to 
the great density of population which 
the electric light and power industry 
has always claimed was necessary for 
low rates in any area and point to other 
cities where the populations are much 
smaller and the area much greater and 
which seem to be enjoying lower resi- 
dential rates. They extract a leaf from 
the industry’s own book and argue that 
the cost of generation is relatively un- 
important in rate fixing—that it is the 
cost of distribution and that this cost 
depends entirely on population density. 

These consumers—at least those who 
have given the matter any intelligent 


that Greater New York consumes 4 bil- 
lion kilowatt-hours of electrical energy 
a year which is nearly five per cent of 
the entire consumption in the United 
States, that it pay $170,000,000 a year 
for this energy, and that it is all con- 
sumed within an area of 300 square 
miles. 


Acceptable to All Concerned 


Returning to the plan of a local 
Arbitration Board which, because of its 
composition, would ultimately represent 
the companies, the city government, 
and the consuming public in presenting 
new rate schedules to the Public 
Service Commission for authoritative 
approval, the companies could not have 
the slightest objection to opening their 
books to such a board for its confer- 
ences would be private and its records 
entirely confidential. The technical ex- 
perts could study specific problems and 
evaluate them properly. A basis of 
values of the properties “in use or use- 
able in the public service” would not 
be difficult to establish. Once this is 
done an agreement on a scientific rate 
base for all classes of service could 
easily be arrived at setting up rates for 
all classes of service which would give 
“the best possible service for the least 
possible money.” ‘The decision of the 
Board of Arbitration could be made 
binding for a specified length of time to 
be reconsidered only in times of great 
emergency or pronounced changes in 
economic conditions. 

It is difficult to conceive of a refusal 
on the part of the companies to enter 
into such a friendly arrangement. It 
would accomplish, almost immediately, 
and at very little cost, what otherwise 
may take years of litigation 
and an expenditure of hun- 
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thought—must admit certain unusual 
circumstances peculiar to New York 
such as high cost of underground con- 
struction and maintenance and various 
tricky problems of the load factor. But 
they probably do not believe they coun- 
ter-balance the advantages of popula- 
tion density. The only thing they see is 


dreds of thousands of dollars 
of their stockholders’ money. 
It is just as difficult to con- 
ceive of dissatisfaction on the 
part of the people whether 
they be investors in the securi- 
ties of the companies, or only 
consumers, or both. As in- 
vestors it is their money which 
the companies are forced to 
spend in defending themselves 
in rate case litigation or end- 
less hearings before the Com- 
‘mission. As taxpayers it is 
their money which is spent by 
the Public Service Commission 
in either case. As consumers it is their 
pocket-books which are affected by any 
settlement of a rate controversy. 

At least, it is worth a trial. If it 
should not succeed in accomplishing 
all of the things which it should accom- 
plish, nothing would be lost and much 
of value might be gained. 
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ANACONDA COPPER MINING CO. 
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Anaconda and the Copper Tariff 


How Will This Dominant Leader of the Industry 
Overcome the Obstacle of the New Import Duty? 


E Anaconda Copper Mining 
‘Co. is the most important 
single factor in copper today. 
Why then did it flatly oppose the re- 
cently enacted tariff on the metal—a 
tariff which had as its object the nar- 
rowing of the gaping chasm between 
gdvernmental revenues and outgo and 
which would at the same time help to 
cure. a sick industry? The stated ob- 
jectives of the new law are surely ex- 
tremely laudable ones. The catch, of 
course, is that they are unattainable in 
the ‘first: place and the attempt does a 
deal.of damage in the second. 

No tariff can be effective without a 
reasonable demand for the goods on 
which the levy is imposed in the coun- 
try imposing it. Now in the case of 
copper, the Department of Commerce 
reckoned that the stocks of the metal 
in this country as of the first of the 
year totaled 608,000 short tons. Since 
that time they have undoubtedly risen, 
not only because copper has been pro- 


By J. C. Crtrrorp 


duced faster than it has been consumed, 
but because foreign stocks have been 
rushed to this country in order to 
escape the new tariff. 


Tariff No Revenue Producer 


At the present negligible rate of con- 
sumption, takings are running about 
25,000 tons a month, or possibly a little 
better—say at the rate of 350,000 tons 
a year. There is, therefore, at least 
enough copper in the country to take 
care of two years’ needs at the present 
rate of consumption. But the tariff is 
only supposed to be in effect for two 
years. It may therefore be said that if 
the Government's present plans are 
carried out to the letter the new copper 
tariff, for all it will do towards balanc- 
ing the budget and protecting the home 
producer of the metal, will be as in- 
effective as “pushin’ on a rope.” 

There is, however, always the threat 
that the life of the levy will be pro- 


longed until such time as the demand 
for copper has increased so much that 
the present colossal stocks appear less 
overpowering. Under these conditions 
the price in the United States would 
not unlikely be higher than the world 
price. In a word the tariff would be 
effective, the domestic producer of cop- 
per would gain at the expense of the 
consumer, and the legislators who voted 
the levy would see their objectives at: 
tained. But Anaconda, which un- 
doubtedly has visualized such a possi- 
bility, still opposed the tariff. Why? 
It must be realized that while 
Anaconda is the most important pro- 
ducer of copper in the world, by far 
the greater proportion of its output 
comes from abroad. One of its sub 
sidiaries, the Chile Copper Co. operat- 
ing at Chuquimata in Chile is at the 
moment one of the greatest low-cost 
copper mines in the world. The operat- 
ing officials of this company have stated 
(Please turn to page 477) 





























Latest Balance Sheets of the Anaconda Copper Mining Co. Compared 
ASSETS LIABILITIES 
: Deo. 81, 1981 1980 Dec, 31, 1931 1930 
pion) fame, ee, .......0s..cseccceees $297,783,089 $206,406,406 | Capital stock .......-..........eeeees $483,845,800 $448,319,000 
Buildings, machinery, etc. ...........- 264,721,972 262,568,801 Minority int, ......cescsscsccccsevcves 5,177,270 7,877,968 
96,296,009 | Funded debt ................ccccceees 87,034,000 87,110,000 
11,651,302 MN Retet enlists asl tpencs'd eno etus 1,976,894 2,698,589 
Depreciation res. ......00..ccscccseecee 95,116,049 90,602,820 
DRTTRB isc ccscccscccccccscccscceetes 69,613,562 87,442,901 
12,152,201 

15,498,897 CURRENT LIABILITIES 
Notes DOP Kudeccetpecccccceseeentus 61,500,000 47,500,000 
— __opraethostestaneaeh saben '097;804 4,486,969 
82,071,019 ME RNEUD © wis oni0% puis avscebc rene 7,741,185 12,523,687 
68,088,235 Divs. SGD Rahecbcdbencisncecetackeke 2 ae 5,543,860 
Total current assets ..............000. $113,349,758 $143,183,302 Total current liabilities ............++. $71,388,989 $70,054,516 
Total aspots ........ccccccscccccvevecs $714, 102,564 $789,105,794 Total abilitign. ......csccessccccscccs $714,102,564 $789,105,794 
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MORE definite atmos- 
phere of hopefulness is 
now generally discern- 

ible in financial and industrial 
circles than at any time since 


Taking the Pulse of Business 


—Slight Improvement in Profits Notable 
—Oil’s Position Strengthens Further 
—New Orders Gain 

—Farm Purchasing Power Increases 


—Steel and Motors Continue at Low Ebb 





significance may easily be exag- 
gerated. Business conditions, it 
is true, are decidedly mixed, 
with the majority of in 
dustries operating at abnormal- 




















the depression was at last recog- 
nized as a world crisis of first 
magnitude. Unlike previous 
waves of rising sentiment which soon sank again to new 
depths, the present feeling of greater confidence seems to 
spring from an accumulation of constructive developments 
during the past year rather than to an emotional flare-up in 
response to some one proposed remedy for our industrial ills. 
Congress has at last adjourned and left a record of legisla- 
tion which it is commonly believed will prove sound in the 
main. The President has signed the Home Loan Bank bill 
and the Unemployment Relief Act which will place more 
than two billions of additiona! capital at the disposal of 
the Reconstruction Finance Corporation for promoting new 
construction and alleviating distress among the unemployed. 
Rightly or wrongly, the ordinary man in the street now 
believes that the expenditure of all this money may be a 
force in business revival. It remains to be seen, however, 
whether our national policy of attempting to stem the de- 
pression by extensive use of public funds and involving 
the piling of debt on debt is a real solution of our troubles 
or a postponement of the day of reckoning. 

The answer to this rather disquieting question cannot 
be had before next year, and in the meantime and from a 
shorter range viewpoint it must be admitted that the new 
spirit of confidence finds some justification in a number of 
recent events of tangible character, although even their net 


—Retail Trade Lags 


ly low levels; yet the Bureau 

of Labor reports that 17 out 

of 81 major industries realized 
increased profits in June. While the bulk of improvement 
was in lines that normally take on greater activity at this 
season, this was not universally the case as may be gathered 
from the few favorable earnings which are now coming to 
hand. Sugar, tobacco, petroleum, beverages, ice cream, 
butter, tin cans, radio, livestock, meat packing, hides and 
leather—to mention the principal lines—are all showing 
either seasonal or secular gains at the present time. 

It is perhaps significant, moreover, that some of the 
statistical indexes of business have turned upward slightly. 
New orders for June registered a moderate gain over the 
advance in May, and the few scattering returns which have 
thus far been received for July indicate a still further rise of 
probably greater proportions. The influx of new business is 
obviously responsible for a moderate upturn in the Business 
Activity Index which should acquire greater momentum as 
various plants start up after the Summer holidays to fill the 
accumulation of New Orders. Of greater importance, per- 
haps, in its immediate effect upon business and sentiment 
is the rise in a considerable list of agricultural commodity 
prices which has added much to the farmer's purchasing 
power and promises to distribute financial aid, by natural 
economic means, among localities where fresh funds will 
tend to strengthen the small country banks which have 
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given grounds for apprehension for several months. 

This situation in common with that of all banks and 
fiduciary institutions both large and small is further aided 
by the persistent strength in corporate bonds. Enhanced 
values presumably result from investment buying arising 
from restored confidence. Of course the same feeling has 


produced the upturn in common stock prices, but strength 
in the Common Stock Index cannot of itself be regarded 
as too convincing unless and until it is supported by signs 
of a more active pace in some of the more fundamental 
industries whose trends are reflected in the summary pre- 
sented below. 


The Trend in Major Industries 


Steel—Ingot production has recovered to 16% from the 
low of 12% and some further seasonal improvement may 
normally be expected between now and October. Prices 
have held well during the past few weeks; but demand 
is so slack that the nearby outlook is not very en- 
couraging. 

Metals— Domestic copper holds at 5/4 cents; but Japanese 
interests are offering the metal for 4.40 cents delivered at 
European ports. At these prices no producer is making 
any profit, and chaotic conditions in the industry are likely 
to continue until England decides upon her tariff policy. 
Other non-ferrous metals are still soft and in little 
demand. 

Petroleum—Production of crude is still rising moder- 
ately; but stocks are falling some on account of the more 
than offsetting drop in imports consequent upon the new 
tariff. THE MAGAZINE OF WALL StTREET’S average of 31 
petroleum common stocks has risen to a new high for the 
year under stimulus of the reported agreement among lead- 
ing international producers (including Rumania, but ex- 
clusive of Russia) to curtail output and stabilize prices out- 
side of the United States. 

Construction— The F. W. Dodge Corp. reports contracts 
awarded in 37 States from July 1 to 15 at $70,505,000, 
compared with only $57,813,100 during the first half of 
June. Residential building is now at its lowest ebb; but 
should be stimulated next year by credit facilities to be 
made available through provisions of the recently enacted 
Home Loan Bill. 
Cement— Current prices in the East, owing to foreign 
competition, are the lowest in 15 years; but shipments last 
month were 1,343,000 above production, and stocks of 
24,051,000 bbls. are the lowest since November. In the 
Middle West, prices have just been raised 30 cents to $1.15 


a bbl., and the in- 


have continued poor and reveal little sign of improvement. 
Second half earnings will be far less than in the first period 
of 1932, and well below second half net of 1931. 
Paper— Newsprint production for the U. S. and Canada 
combined equalled 246,767 tons in June, compared with 
263,974 tons in May, and 295,057 tons in June, 1931. 
Stocks at mills were 85,531 tons July 1, 92,170 tons June 1, 
and 73,738 tons July 1, 1931. These figures reveal mod- 
erate adjustment of inventory but shrinking consumption. 
The overhead burden is large and the industry unprofitable 
under present conditions. Further cut in price seems 
likely before long. 

Retail Trade— Total value of department store sales in 
June was 26% less than in June, 1931. The decline in 
the physical volume of goods, however, was smaller, ap- 
proximating 12%. The dollar sales volume of chain stores 
reporting to date show decreases for June in every case. 
The recent tendency towards price stability may improve 
the situation. 

Meat Packing—If present prices for pork and lard are 
maintained, the major packing companies will realize enough 
profits on inventories acquired at lower prices to offset 
losses of the first six months, and thus be able to come out 
about even on the year. 

Textiles—The cotton textile industry operated at about 
50% of single shaft capacity in June, the lowest since pre- 
war days. Fine goods output is at only 10%, with sales 
practically at a standstill. Some seasonal improvement 
is beginning, and it is rather encouraging to note that 
inventories are of healthy proportions. While stocks of 
raw silk are excessive and consumption is still receding, 
prices have been slightly firmer during the past fortnight 
in response to an official report that Japan’s spring 
cocoon crop will probably be about 14% less 
than last year. 
Tobacco —Cig- 








dustry is more 
hopeful on the 
prospects of new 
heavy construc- 
tion to be au- 
thorized in 
due time by the 
R. F. C. 

Automobiles— 
Compared with 
the 915,000 ve- 
hicles produced 
in the first half, 
the second half 
of 1932 may not 
show an output 
over 650,000 
unit. About seahaas 
350,000 of the 
second half pro- 
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THE TREND OF COMMODITY PRICES 


US DEPARTMENT OF LABOR INDEX -1926=100 





Changes in Major Commodity Groups for the Fortnight 
Ended July 23, 1932 


arette withdrawals 
in June were the 
largest for any 
month since July, 
1931, and only 
8% below last 
June, thanks 
largely to special 
sales drives. 
Cigars, on the 
other hand, were 
off nearly 23% 
from a year ago. 
Several of the 
leading cigarette 
companies, have 
so cut expenses 
and increase 

their advertising 
that profits are 
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Self-Redeeming Currency 


Suggesting Legal Tender Script, Backed 
by a Stamp Tax on Each Exchange, as a 
Means of Meeting Our Money Problem 


Editor, READERS’ FoRUM: 

The most thought provoking and in- 
triguing suggestion for relieving the 
present economic upset has just been 
evolved in the mind of a Pine Blufhan 
(not the writer of this letter) and I 
am passing it on with the hope it may 
be thoroughly considered and carefully 
studied by your readers. Abnormal 
conditions call for unusual remedies 
and I am hoping the layout will be 
presented to Congress with the urge 
that the Federal Government afford re- 
lief through these means: 


1. Each county seat through the 
machinery of its post office employes 
would distribute to every needy per- 
son in such county, above the age of 
15 years, $200 in a new self-redeeming 
currency. To obtain this currency an 
afidavit would be presented, attested 
by two reputable property owners in 
said county. The affidavit would 
stipulate that the beneficiary had actual 
need of the funds and the attestants 
would have to be satisfied of such need 
or else lay themselves liable to a severe 
penalty. 

2. The currency could be used only 
in discharging obligations which in- 
dicated necessity or stress. 

3. A fixed denomination of $5 would 
be indicated by each piece of currency. 
Before the beneficiary could begin cir- 
culation of his $5 he must affix a 10- 
cent stamp and endorse the back of the 
issue with his name and address, tally- 
ing with the name and address of 
records at the post office. The creditor 
to whom the beneficiary presents the 
$5 must follow the same procedure 
when he passes the currency on, except 
that for such purpose he does not have 
to record his own name and address at 
the post office. When the currency 
has thus passed through the hands of 
fifty-two people or concerns, it will 
bear fifty-two endorsements and fifty- 
two 10-cent stamps and will be subject 
to redemption at $5 in United States 
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currency, silver, or gold. In the de- 
romination of $5 it will have discharged 
$260 in obligations, a large proportion 
of which would otherwise remain un- 
satisfied. Each piece of currency would 
indicate a gross profit to the Govern- 
ment of 20 cents. 

4. Assuming that each piece of cur- 
rency would reach its ultimate goal in 
an average of 90 days, the Government 
would realize a gross of 16% for the 
service it has rendered. 16% should 
be ample for all overhead. 

5. Until it carried the full stamp 
value of $5.20, the currency would not 
be negotiable at banking institutions. 
This condition would accelerate the 
speed with which it passed from 
creditor to creditor. Quite, obviously, 
it should not be regarded as superficial 
money as the Government would have 
the funds for redemption, from the sale 
of stamps, before the currency was pre- 
sented. 

6.. Assume that 12 million families, 
averaging 3 members each, would qual- 
ify for this currency. One billion, 
four hundred and forty million pieces 
of currency would be issued, indicating 
a gross potential return to the govern- 
ment of $288,000,000. This should be 
ample for profit, administration, and 
all other overhead. Potential circula- 
tion would be seven billion, two hun- 
dred million dollars. Potentially, obli- 
gations to the extent of three hundred 
billion, four hundred million dollars 
would be discharged. 

The difference between this set up 
and that of the Reconstruction Finance 
Corporation is too obvious for other 
comment than the mere statement that 
this would prove profitable and the 
Reconstruction Finance Corporation 
may indicate a tremendous loss. 

The Reconstruction Finance Cor- 
poration was organized as a direct aid 
to Big Business with the thought that 
the masses would benefit through a 
process of filtration. It has failed to 
justify the hopes that were entertained 


for it. Self-redeeming currency would 
reach the masses direct. If any of 
your readers desire to discuss this mat- 
ter with me I would like for them to 
enclose a self-addressed stamped en- 
velope for reply. Suggestions and 
criticisms are invited—TRacy MILLs, 
Pine Bluff, Ark. 





Various currency plans of this kind 
have been proposed. One such, involv- 
ing a 1 per cent per week stamp tax, 
has recently been submitted to Presi- 
dent Hoover by Representative James 
A. Frear, Republican, of Wisconsin. 
The essential principle has been pub- 
licly endorsed by Professor Irving 
Fisher, economist of Yale University. 
The difficulty is that any kind of tam- 
pering with an established currency is 
of doubtful merit. Any medium that 
commands universal confidence would 
be suitable for currency. Under the 
above proposal a $5 bill would originate 
with an actual backing of 10 cents in 
present currency and would be fully 
secured only after some fifty persons 
had used it, each attaching a 10-cent 
stamp. It is certainly open to question 
whether such money would be readily 
accepted, especially since it would be 
far more complicated than existing 
money. 





Another Currency Proposal 


Editor, READERS’ FoRUM: 

In your last issue, I read an article 
on currency reform, and am sending 
you one which I think is better. 

First, one to five billions of dollars 
of new money should be printed. 

Second, this money should be used to 
retire Government bonds by degrees, 
and with times as they are I think one 
billion of bonds could be retired at 
once, then the effects watched for a 
short time and more retired if neces 
sary. (Please turn to page 479) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 
ing and reliability of your broker. This service in conjunction with your subscription should 
: Mpeg eer 
represent thousands of dollars in value to you. It is subject only to the following conditions: 
1. Give all necessary facts but be brief. 
2. Confine your requests to three listed securities. 
ald 3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 
of 4. If not now a paid subsctiber, use coupon elsewhere in this issue and send check at same 
at- time you transmit your first inquiry. 
bn Special rates upon request for those requiring additional service. 
nd 
LS, 
AMERICAN TOBACCO CO., “B” tobacco sales have also registered an in- GENERAL BAKING CORP. 
g: 

I would appreciate your opinion on av- Tease Over last year. Consequently, Can you tell me why General Baking 
ail eraging down the cost on 200 shares of the declining sales volume in “Lucky Corp. is selling so low? At present levels 
lv. ssa — ae + Ya cost o Strike” has been more or less neutral- . a around lee. I - cana 7 

aroun . In view of the exceptional ; : : eld up exceptionally well. have 11 
x, warnings showing made during the first siz 124 by the increase in sales of other shares purchased in 1981.. Do you advise 
SI months, the economies that are going into : een olding or would you sell and switch to 
1es effect and the way in which sales have held Also contributing to the profits another company.—A. K. M., Seattle, Wash, 


é up, : seems to - it yr og pay lend - — increase during the first six months of For the 27 weeks ended July 2, 1932, 
age down my Cost nN é@ very ar fuiure. : : 

b- Taal evoutly ddaveildle uur ditice of tte a — ott tobacco prices, General Baking Corp., reported net 

ng time for in case I am wrong in my concly- 28 well as rex uced advertising costs. Of profits of $2,114,731 after interest, de- 
sions I want to know it—G. A. B., New course, the increase in wholesale prices preciation, Federal taxes, etc., equal, 





= Haven, Conn, for cigarettes imposed by the leading after allowing for dividends on the $8 
is Recent reports emanating from well producers during the second half of preferred stock, to $1.11 a share on 
at informed sources indicate that sales of 1931 and maintained thus far during 1,588,697 shares of common stock out- 
Id “Lucky Strike” cigarettes have fol- 1932, is a factor that also figures largely standing. Net income for the 27 
he lowed a downward course in recent in the earnings expansion registered by weeks ended July 4, 1931, amounted to 
te months, although the decline was re- the company during the initial six $2,702,237 or $1.46 a share on a 
in ported to have been smaller than the months of 1932. The fact that the slightly larger number of shares out- 
ly 14% drop in consumption of all company cannot fall back on this price standing. While admittedly, continu- 
ns cigarettes in the United States reg- difference during the second six months ance of the downward course of earn- 
nt istered during the five months ended of this year, in addition to prospective ings is somewhat disconcerting to hold- 
on May 31, 1932. Despite this decline, lower sales volume of “Lucky Strike” ers of the common stock, a study of 
ly profits of American Tobacco Co. dur- during the second half, obviously will the competitive and fiscal position of 
be ing the first half of 1932 were said to restrict earnings during that period. the company should prove somewhat 
1g be in excess of those for the corre’ However, further operating economies reassuring in judging the future pros- 
sponding ‘interval of last year. The are anticipated, and such earnings de- pects of the enterprise. Unlike many 
profits increase was attributable to sev- cline as may be witnessed during the of its competitors, General Baking 
eral interesting developments in the balance of the year will doubtless be Corp. depends little upon cake or pie 
affairs of the company. The manage- minimized. Such earnings curtailment sales; approximately 90% of its busi- 
ment of American Tobacco Co. antici: has been amply discounted in current ness consisting of the sale of bread. In 
pated the current decline of “Lucky prices for its shares and in view of the the more recent past, the company has 
le Strike” sales, and some time ago ini- more favorable longer term outlook, we carried on an aggressive advertising 
ig tiated an aggressive advertising cam- see little cause disposing of present campaign which has not only placed its 
paign to bolster the sales volume of its holdings at current deflated levels. ‘Sunshine Vitamin D” bread on the 
rs other products. Thus, we find that the On the contrary, periods of market map, but has strengthened the com- 
volume of business in the “Bull Dur- weakness might well be taken ad- petitive position of “Bond Bread,” its 
0 ham” division is running about 3! vantage of to average present cost of principle product. As a result of keen 
s, times that of a year ago, while pipe holdings. (Please turn to page 475) 
e 
it e e ® 4 
: When Quick Service Is Required Send Us Prepaid a 
) Telegram and Instruct Us to Reply Collect 
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TO THE HOLDERS OF 
FOREIGN BONDS: 


The chaotic financial and political con- 
ditions throughout the world render it most 
important that holders of foreign bonds 
act in unison and with greatest intelli- 
gence to protect their financial interests. 


THE AMERICAN COUNCIL OF FOR- 
EIGN BONDHOLDERS, Inc., has been 
organized for that express purpose and 
is directed by outstanding and unbiased 
economists and experts in different phases 
of international affairs, 


Full particulars regarding services, di- 
recting personnel and charges for service 
will be sent on request. 


AMERICAN COUNCIL OF FOREIGN 
BONDHOLDERS, Inc. 


49 Wall Street New York, N. Y. 
Max Winkler, Ph.D., President 

















Electric Bond and 
Share Company 


Two Rector Street 
New York 




















Chrysler Corporation 
DIVIDEND ON COMMON STOCK * 


A quarterly dividend, for the third quarter of 
1932, of twenty-five cents ($.25) per share, on 
the Common Stock, has been pee pe de 
September 30, 1932, to stockholders record 
at the close of business September 1, 1932. 


B. EB. Hutchi Vice President and Treasurer 
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Important 
To Subscribers 


CHANGES OF ADDRESS 


Subscribers are “9 “yy to notify us of 
change of address in order that no in- 
terruption in the sequence of issues 
occurs. To do this it is merely nec- 
essary to write us giving name, old 
address and new address. This notice 
should be sent three weeks before the 
change is to become effective. 


Heretofore it has been the custom of 
some su bers to rely upon the Post 
Office Department to notify publishers 
of changes in location. Under the new 
postal law, just enacted, such notices 
can still sent, but magazine pub- 
lishers will be obliged to pay a fee 
upon their receipt. 


As a step towari eliminating this ex- 
pense item and also to be sure that 
notices of remove! are received in ad- 
vance of actual changes, it is re- 
quested that subscribers co-operate by 
writing direct to this office. 


THE PUBLISHER 











New York Stock Exchange 











1930 1981 1932 Last Div'd 
r A =) lon A rc A Sale 
A —_ a -_ a.m wo ae 
SICA aR eR a 242% 168 202% 19% 94 17% 2% «(C, 
Se 108% 100 108%, 75 86 35 501% 5 
Atlantic Goast Line ............ 17514 95% 120 25 41% 9% 16 Be 
B 
Baltimore & Ohio .............. 122% 55% 87% 14 21 3 81 
Bangor & Aroostook ........... 8444 50% 66%, 18 % Hr ine 2 
Brooklyn-Manhattan Transit ..... 18% 55% 69% 81% 50% 11% 22), oi 
hy. | RR ARIST 98% 83 944, 18% 81% 53 6 
c 
Canadian Pacific .............+. 52% 35%, 45% 10 205% 7 13 
Chesapeake & Ohio .......-..... B1% 038% SCeCitiSCSC#d‘NG (st Hi 
C. M. St. Paul & Pacific......... 26% 4, 8% 1% 3% % ee a: 
eee 4614, 1% 15% 2 5% 1% 2 
Chicago & Northwestern ........ 89% 28%, 4514 5 12% 2 4 
Chicago, Rock Is, & Pacific..... 125% 45, 651% 1% 16% 1% 4% 
D 
Delaware & Hudson ............ 181 1804 1573 2 
Delaware, Lack, & Western...... 153 rt] ~ a 17% oe oy 3% be 
E 
NR oe occ iss eas kies oc 68% 22%, 39% 5 10 2 4 
Oe ae aba alae 67% 890 2hT.titiCB NG 6% 18% 25% He 
iN TRS vans sceccacictea. 62% 26 401% 5 9% 2 3% 
G 
Great Northern Pfd. ............ 102 * 51 69% 15% 25 5% 9% 
H 
Hudson & Manhattan ........... 53% 34% 441% 26%, 30% 8 +15 3% 
I 
Illinois Central ................. 136% 65 89 1 1 
Interborough Rapid Transit...... 391, son 34 “a ia Fy, ‘’ 
K 
Kansas City Southern........... 85% 94 45 6% 13% 24 5 AE 
othe 7 eee 70 53 64 15 23% , 2 2 
L 
BEE WIEN ove cescncavsden es 847 40 61 
Louisville & Nashville .......... 138 84 111 20% 33% 7% 134 
M 
Mo., Kansas & Texas ........... 665% 14% 26% 3y 7 Pt 3 
pear tace aehameaeatie 108% 60 85 108 ait 34 3 
Missouri Pacific ................ 9814 20% 42%, 65% 11 1% 2% 
PGs oes Ga Sein eeswiccs 145% 79 107 12 26 2% 5% 
N 
New York Central ............. 192% 105 132 244 6 “ 
N. ¥., Chic. & St. Louis........ — — a ed ti 0] rir a 
5s Mey Me « Hartford........ 128% 675% 94% 17 315% 6 SO. 5s 
Morfoik & Western ............ 65 181% 217 105% 135 57 170% 8 
Northern Pacific ..............++ 97 42% 60% 14% 23% 5% “ae 
| Ee 86% 53 64 16 23 6 10 
Pere Marquette ..............005 164% 161, 85 - i 13 i. 
Pittsburgh & W. Va. ...........- 121% 48, 86 11 15 8 +7 
R 
Ah Se Pa eee 141% 73 97 380 4 
‘Do “Tet RR RR 5014 “44%, ie” 28 4 18” 3 : 
8 
St. Louis-San Fran. ............ 1184 39 62 3 
St. Louis-Southwestern .......... ie is aa 4y, 18 Pa ‘'. 
Southern Pacific ................ 127 88 109% 26% 37% 6% 10% 
Southern Railway .............. 186% 461% 65% 6% 13 2% 4% 
NN oo cn dic isayscacosies 01 76 83 10 20% 3 6% 
eS ane re ere 242% 166% 205% 70 94 a7 41 6 
MMT Gi cocscseccecscesces _ a a ee ee pee gs 
10 19% 5 7 1 4} 
=o & 2% se 
; 4 1 
le ec er awn 53% 23 315% ‘’ 6% * $ ie 
INDUSTRIALS and MISCELLANEOUS 
1930 1981 Last Div’d 
Sale $ Per 
A High Low High Low High Low 17/27/82 Share 
Adams Express ............++5. 37 144% 231, 8% 5% 1% 3 ha 
Air Reduction, Inc. ...........++ 156% 87% 109% 4754 621, 20% 39% 4% 
Allegheny Corp. .........++++55. 35% 5% 12% 1% 8% % 1 Ay 
Allied Chemical & Dye.......... 343 170% 182% 64 8714 4214 58% 6 
Allis Chalmers Mfg. ............ 68 31% 42%, 10% 185% 4 6% OC 
Amer. Brake Shoe % | essplia 545% 30 38 13% 15% 6% 9 .60 
1 129%, 58% 13% 29% 87% *5 
24% 88% 4% 8% 3% Oh es 
25 51% 6% 9% 2 4 ae 
MY, 31% 10% 21% 8 8% 2 
16 26 5 8% 2% 4% 
29%, 43% 16 224%, 1% 10% 80 
36% 64% 11% 16% 3 es oe 
15 21% 5 8, 8% ee 
28 87% 1% 13 3 6% :: 
87% 58%, ™% 185% 5% 9% .. 
231%, 31% 5 8% 3 5% 
3614 48, 33 36% 20 *2% 
8914 60 34% 39% 13 21% . 
170% 201% 112% 137% 10% 82% 9 
98% 128% 60% 86% 40% 61 = 
475% 80 23) 84% 11: 16 2 
25 4s, 9 12% 3 5 . 
Assoc. Dry Goods 19 295% 8% 8, 3 18% 
Atlantic, Gulf & W. I. 8. 8. Line He 33 39 10 10% 6 T5%4 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 











Atl 
Aut 


Bali 
Bar 
Bee 
Ben 


Bet 
Boh 
Bor 
Bor 
Bri: 
Bur 
Bye 









v'd 
Per 
are 


3% 


noe 


PD 


iv’d 
Per 


4% 








Price Rangeof ActiveStocks 


INDUSTRIALS and MISCELLANEOUS (Continued) 



















1930 
-— MM 
A High Low 
Atlantic Refining ..............% 51% 16% 
Auburn Auto ....-..ecccesecces. 26334 60% 
B 
Baldwin Loco, Works............ 38 19% 
Barnsdall Corp. Cl. A........... 34 85% 
Beech-Nut Packing ............. 10% 46%, 
Bendix Aviation ...... ee i,“ 144% 
eek B OO. 06 6cccvines 56% 30% 
Bethlehem Steel Corp. 110% 47% 
Bohn Aluminum .... 69 15% 
Borden Company 90% 604, 
Borg Warner ..... fe 50% 15 
Briggs Mfg. .........-. <- 86% 12% 
Burroughs Adding Mach......... 51% 18% 
Byers & Co. (A. M.) .........-- 112% 334% 
Cc 
Qalifornia Packing .............. T74 41% 
Calumet & Hecla ............... 83% 7% 
Canada Dry Ginger Ale.......... 15% 301, 
SE a ARR Tre ary ees 362% 83% 
Caterpillar Tractor ............. 19% 22 
Cerro de Pasco Copper.......... 65% 21 
Chesapeake Corp. .............. 8214 821% 
SEA, WOUGL? aie tis's 085 0.9'96.404¥ S40 675% 22%. 
@hrysler Corp, ......se.eeeeeeee 43 14% 
Macer0le 06. a occiscnsesieciesesion 191% 188% 
Colgate-Palmolive-Peet .......... 64% 4 
Columbian Carbon ............+- 199 65% 
Colum. Gas & Elec.............. 87 30% 
Commercial Credit ............. 40% 15% 
Commercial Solvents ........... 38 14 
Commonwealth & Southern...... 20% Mm, 
Consolidated Gas of N. Y........ 136% 18% 
Continental Baking Cl, A........ 52% 16% 
Continental Can, Inc. .......... 115% 43%, 
PIMOS: MEER. c.aiciei¥ 4.6 B00 6048 vise 3014 1% 
Corn Products Refining ......... 111% 
Crucible Steel of Amer.......... 935% % 
SS RRA oe 48 38% 
Curtiss Wright, Common ........ 14% 1% 
D 
Davison Chemical .........++.-. 435% 10 
Diamond Match 24% 10° 
ee ea 87% 57% 
Du Pont de Nemours 145% 80% 
E 
Eastman Kodak Co..........+.+ . 26514 142% 
PN TE,‘ capanrbied asd ccandeve 387% 11% 
Electric Auto Lite ...........%. 114% 33 
Elec. Power & Light............ 108% 343% 
Elect. Storage Battery .......... 19% 474 
Endicott-Johnson Corp. ......... 59% 36% 
F 
Firestone Tire & Rubber......... 334% 15% 
First National Stores ........... 61% 8356 
Foster Wheeler ..........seccee: 104% 37% 
fe A eer ree 57% 16% 
prepare TOTAE OO, oa vccviecerens 55% 24% 
G 
General Amer. Tank Car......... 111% 53% 
General Asphalt 71% 22% 
General Electric 95% 41% 
General Foods ... ae .-- 61% - 443 
General Mills ............ 591% 40% 
General Motors Corp............ 54% 31% 
General Railway Signal.......... 106% 56 
Gillette Safety Razor............ 106% 18 
Sn ED. SIUM, baba Verse ov kore 47% 29 
Goodrich Co, (B. F.) .......ee00. 58% 15% 
Goodyear Tire & Rubber......... 96% 35% 
Granby Consol, Min., Smelt, & Pr. 59% 12 
Be ae aaa et eee 205% 10 
Gulf States Steel ............... 80 15 
H 
Hershey Chocolate ...........++.. 109 70 
Houston Oil of Texas (New)..... $116% #29% 
Hudson Motor Car ............-. 62% 18 
Hupp Motor Car ............- -- 96% 1% 
I 
Inter. Business Machines........ 197% 131 
awe: OMMONE. is Fea. ok scala ines’ 15% 49%, 
ater. Harvester ...icsascsevces 115% 45% 
RO a a iene 443% 12% 
eS eS. OR eee T1% 17% 
J 
Johns-Manville .............00% 148% 48% 
K 
ee err See ae 2654 1% 
Kennecott Copper 62% 20% 
Kresge (8. 8.) ...... 36% 261, 
memeger & Tell. 5.6 ccccsees. 35% 20% 
Kroger Grocery & Baking........ 48% 17% 
eet Oy 2555 vopherte ove 113 70% 
ee Oe BUM ogi wt et Sass ss 86 21 
Liggett & Myers Tob, B 114% 718% 
Liquid Carbonic ........... ... 81% 39 
EEN, eons .-. 95% 41% 
Loose-Wiles Biscuit 70% 40% 
BE: | So voc Wan heaGie ues ak cee 28% 8% 
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1981 
— 
High Low 
23% 8% 
29514 8444 
21% 4% 
14% 4 
62 31% 
25% 12% 
46% 19% 
10% 17% 
48 15% 
16% 35% 
80%, 9 
% 1% 
82% 10 
69%, 10% 
i% 8 
45 105% 
181% 33%, 
52% 10% 
30% 9% 
541%, 18% 
33% 5% 
25% 11% 
170 97% 
501, 24 
111% 32 
45% 11% 
23% 8 
21% 6% 
12 3 
1095 574 
30 4% 
62%, 80% 
12 5 
86% 36% 
63 20 
48% 29 
5% 1 
23 3% 
23 10% 
18% 42%, 
107 50% 
185% 17 
21% 5% 
14% 20 
60% 9 
23 
45% 23 
21% 18% 
63 41 
6414 8 
38% 2% 
434% 138% 
13% 28 
47 9% 
54%, 22% 
56 284, 
50 291% 
48 21% 
844, 21 
38% 9% 
42%, 144% 
20% 3% 
52% 18% 
22% 5% 
18% 7 
371% 4 
108% 68 
14 3 
26 1% 
13% 38% 
179% 92 
62% 16 
601% 22% 
20% 7 
38% 1% 
80% 15% 
15% 6 
31% 9% 
295% 15 
27% 4y, 
351% 12% 
87% 0% 
% 18% 
91% 
55% 18% 
6314 23% 
54% 29% 
21% 10 


1932 Last Div’d 
——_———,_ Sale $ Per 
High Low 17/27/32 Share 
16% 85% 15 1 
151% 2834 57% 4 
8% 2 4% ae 
5% 8% 5% me 
44% 29% +36 8 
18% 4% 6% ate 
24% 5% 9% Be 
24% % 18% on 
22% 4% , oe 
43% 20 26% 2 
12% 3% 5% as 
11% 2% 4% : 
13 6% 8 80 
19 a 11% 
11% 4% 7 ae 
4 1% 2% 
138% 6 11% 1,20 
48% 16% 2934 ae 
15 4% 1% 50 
15 8% 6% ag? 
205% 4% 1% 2 
™ 1% T1% ae 
15% 5 8% 1 
0 744% 821, *8 
31% 11 12% 1 
41% 18% 22 2 
16% 4y, 8% 1 
11 3% 5 60 
10% 3% 1% 60 
4% 1% 2% a 
68% 31% 44% 4 
q 2% 4% + 
41 17% 24% 2 
7 35% 6% ia 
41% 24% 34 3 
23% 6 10 sa 
35% 20 28 2% 
2% % 1% ete 
5% 1 2% 
15% 12 15% 1 
57 23 32% a 
59% 22 26% 3 
87% 35% 42% 5 
8 3 4% ¥ 
32% 84 13 1.20 
15% 2% 4% ar 
33% 12% 22% 3 
36% 16 Vy 3 
15% 10% 11% 1 
53 35 48 2% 
12 3 84 ae 
5% 1 2 és 
19% 10 16% 2 
35% 9% 18% 1 
15% 4% 9 1 
264%, 84 18% 40 
40% 19% 24 2 
37 28 35% 3 
2456 1% 9% 2 
28% 6% 11% 1 
24y, 10% 16% 1 
19% 8% 14% 1.60 
5% 24, 4 eS 
18% 5% 12 
™ 2% 3% 
9% 3% 5% 
8 2% ay, 
83 431% 49% 6 
5% 1% 2% oa 
11% 2% 5% : 
5% 1% 2% 

117 52% 71 6 
18% 3% 9 ke 
29% 10% 16% 1.80 

9% 3% . ae 
12% 2% 5% 
251, 10 18% 
10% 2% 4 “6 
13 4% 7 oe 
19 6% 85% 1 

9% id % ae 
18% 10 18% 1 
56% 25 33% *5 
24, 6 18% 2 
59% 82% 491, 5 
22 9 13 1 
34 18% 20% *4 
36% 16% 22% 2 
16% 9 14% 1,20 











Foundations of Famous Fortunes 





JAMES J. HILL 


“‘Empire Builder’’ 


@ Securities purchased for a fraction 
oftheir true value gave James J. Hill the 
start from which he built his fortune. 
Aggressive — far-sighted — his confi- 
dence in the future of the country made 
him master of “men and millions.” 
@ Present conditions have made avail- 
able many attractive investments. We 
invite inquiry regarding securities of 
companies comprising the Associated 
Gas & Electric System. 


Write for circular 


General Utility Securities 


INCORPORATED 


61 Broadway New York City 
Please send me Circular H-2 


Name 





Address 




















Same Care Given 


to large or small orders; 
100 share or odd lots 
units. Let us aid you 
in your investment plans. 


Helpful booklet on Odd Lots 
sent free on request. 
Ask for MG-6 


(HisHoLm & (HAPMAN 
Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 




















LOEW’S INCORPORATED 


“THEATRES EVERYWHERE” 
July 22nd, 1932 


To Board of Directors has declared a 
quarterly dividend of $1.62}4 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of August, 1932 to stockholders 
of record at the close of business, the 30th 
day of July, 1932. Checks will be mailed. 
DAVID BERNSTEIN 
Vice President & Treasurer 








$1,000 is the Reward 

of saving regularly $10.00 a month for 

84 months, which with dividends of 9% 

compounded quarterly, gives you $1,000. 
Call or write for booklet MW-1 


ERIAL BUEDING LOAN AND 
SAVINGS INSTITUTION 

198 Broadway-170 Fulton St.-162 WestBroadway,N.Y.C. 
Org. 1885 Resources over $10,000,000.00 
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KEEP POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department, Magazine of Wall Street, 90 
Broad Street, New York, A 





“ODD LOT TRADING” 

John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 

A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular, (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subacribers what securities to buy or sell 
short and when to close out or cover. (788). 


“TRADING METHODS”’ 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
~F Letter will be mailed upon request. 
(785). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Blec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Blectric Bond & Share Co. 
furnished upon request. (898). 


“WHAT IS A SAVINGS & LOAN ASSOCIATION?” 
This booklet explains savings — instalment 
and income shares. The Serial Building, 
Loan & Savings Institution will be glad to 
send a copy upon request. (918). 


“HOW TO PROTECT YOUR CAPITAL AND ACCELE- 
RATE ITS GROWTH” 
Is the title of an interesting article by B. B. 
Harmon of A. W. Wetsel Advisory Service, 
which will be sent to investors on request. 
(956). 











Borden’ 
Common DivipEND 
No. 90 
Pe quarterly dividend of fifty cents 

O¢) per s » tee has been declared 
e outstanding common stock of 
this Company, payable September 1, 
1932, to Sth cides of record at the 
close of business August 15, 1932. 
Checks will be mailed. 
The Borden Company 
Wa. P. Marsn, Treasurer. 


ET 











A Message to Presidents: 


Create investor confid:nce in your securities 
by publishing your dividend notices, when 
declared, in these columms. 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 
Street ist 


Such publica- 


} a | 


guidance. 





ly for 
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New York Stock Exchange 
Price Range of ActiveStocks 


INDUSTRIALS and MISCELLANEOUS (Continued) 


Last 
— Bale $ Per 
Low 17/27/82 Share 
10 
17 
6% 
9 


Nash Motor wal saseeabweiaeoks< 


National Biscui 
National Dairy 


Prod 
National Power & Light........ 
Nevada Consol. Copper ......... 
North Amer. Aviation.......... 
North American Oo. ............ 


SN So cad phicg 60 6dn'cw ens ve 
Pacific Gas & Electric........... 


Packard Motor Car ...........-- 
Paramount Publix ........ <i 


Penney (J. C.) 


Phelps Dodge Corp............-- 


Radio Corp. of America.......... 
Radio-Keith- = Keceeues oe 
on-Rand SSN Ods 0 eds e06 


Steel 
Reynolds (R. J.) Tob. Cl, B iwcone 


Republic 
Royal Dutch 


Safeway Stores ..............4+5 
Sears, Roebuck & Co.........-+. 
a eS eee eee 
Shell Union Oil .....--..-...-.+- 
Bimmons Oo, ....cccsscceccccees 
Socony-Vacuum Corp. .......++-+ 
Be, Cal. MRIGOR oo scccccccccccece 
Standard Brands .............+. 


Standard Oil of N. J. ......++.-> 


Stewart-Warner Speedometer 


Stone & Webster ............+++ 
Studebaker Corp, ....-....00++++ 


Texas Corp. 


Texas Gulf Sulphur ......-..... 
Tr 


Texas Pac, Land 


Tide Water Assoc. Oil........... 
Timken Roller Bearing ........ 


Uv 
Underwood-Elliott-Fisher 


Union Carbide & Carbon ....... 

Union Oil of Cal.........+.-.+5- 

United Aircraft & Trans....... 
‘bon 


United Gas Imp. .........-+++++ 
v. 8. Pipe & Fdy.........++++- 
Uv. Realty 


Western Union Tel. ..........-- 
Brake 


Westinghouse Air 


Westinghouse Elec, & Mfg..... 


White Motor 


t Bid Price. 


National Cash Ragioiec Di acic ws 


Tere reer eee 


Terre eee eee eee eee 


steerer eeetee 


eee reese seseeners 


Woolworth Co. (F. W.) .....--- 
Pump & Mach 


Worthington P 
Wrigley (W. Ir.) ...eceseeecees 
§ Payable in stock. 


1930 
High Low 
88% 335% 
159% 815% 
324% 17% 
51% 30% 
61% 27% 
89% 61 
49% 15% 
58% 21% 
685% 
83% 27% 
2 35 
58% 30 
323 9 
15% 4y, 
182% 57% 
34% 16 
% 48% 
38% 9% 
14% 401% 
28% 1% 
1% 34% 
80 27% 
% 19% 
44% 11% 
16% 
18% 525 
128% 65 
89% a 
Ya 1% 
88% 36 
693% 11% 


50 

46% 14% 

79% 10% 
40 


56% 86% 
122% 38% 
1005 

13% 8% 

5%, 5% 

94% ll 

712 40% 

29% 14% 
12914 53% 

6 42y, 

84% 43% 

47 14% 

13% 87% 

47% 18% 

6014 281% 

% 40% 

82% 10 

17% 5% 

89% OY, 
138 
106% 5244 

20% 

99 18% 

84 14% 

52 18% 
105 461, 

49% 24% 
139% 50% 

38% 18% 

15% 25 

35 11 

361% 17% 
198% 194% 

45%, 19% 
148% 44% 

65% 26% 

80% 9% 
210% 122% 

52 31% 
201% 8814 

21% 

70% 51% 
169 47 

81 65 


High 
18% 
60 
12% 
20% 
20 
62% 
11% 


19% 
46% 
14% 
31% 
16% 

% 


4% 
40 


10% 
7 


1981 
High Low 
43% 12 
106% 50 
24% 9% 
81% 12 
39 15% 
108% 881% 
29% 6% 
40% 15 
833%, 86% 
39%, ™% 
50% 20 
444, 10% 
14% 2 
11 2 
90% 28 
19% 5% 
58% 16% 
16% 8% 
54% 29% 
11% 8% 
50% 5% 
4434 26% 
2656 5% 
16% 4 
2614 5% 
1% of 
Ye 49 
581, 16 
11% la 
55% 10% 
27% 5% 
4 2% 
1934 1% 
% 4% 
5414 32% 
425% 13 
69% 385% 
63% 30% 
11% 3% 
10% 2% 
23% 6% 
21 8% 
54% % 
2014 10% 
88% 251% 
51% 23% 
5244 26 
21% 4% 
5414 9% 
9 
36% 9% 
55% 19% 
17% 4% 
9 2% 
59 16% 
15% 13 
72 
265% ll 
38% 9% 
28% . 8% 
31% 1% 
67% 17% 
87% 15% 
1% 20% 
87% 10 
86% 5% 
20% 3% 
25% 12% 
152% 
$1 % 
16% ll 
46% 3% 
20% 2% 
150% 38% 
36% 11 
107% 2214 
2614 1% 
12% 35 
106% 15% 
80% 46 
$¢ Old stock. 


* Including extras. 
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Answers to Inquiries 
(Continued from page 471) 








competition in several of the communi- 
ties served by General Baking Corp., 
some price reductions have been neces- 
sary. Moreover, present indications 
are that this state of affairs likely will 
continue during early ensuing months, 
at least. The question therefore arises 
as to the ability of General Baking to 
meet this competition. Despite the 
vicissitudes existing in 1931, the com- 
pany was able to report a substantially 
improved financial position at the year- 
end. Funded debt was reduced by 
$1,000,000 and a sufficient amount of 
its own bonds is now being held in the 
treasury for the 1933 sinking fund call. 
Cash was increased during the year, 
while inventories were reduced. Total 
current assets, including $5,086,390 of 
cash, amounted to $7,321,522 at the 
yearend, against total current liabili- 
ties of $2,209,641 leaving net working 
capital of $5,111,881. There is ample 
reason to believe that this strong condi- 
tion has been maintained thus far dur- 
ing the current year, and that the com- 
pany is in a favorable position to cope 
with current adversities in a satisfactory 
manner. Current annual dividend rate 
of $2 a share appears reasonably secure 
for the balance of the year, although 
rate of distribution thereafter will de- 
pend solely upon conditions existing at 
that time. We regard General Baking 
common as speculative, but are inclined 
to counsel continued representation in 
the shares as opposed to a sacrifice sale 
at current deflated levels. 





FIRST NATIONAL STORES, INC. 


My broker has recommended the pur- 
chase of First National Stores common at 
current prices as a conservative medium 
for representation in the chain store indus- 
try. I am not entirely familiar with the 
workings of this enterprise, and would ap- 
preciate a report relative to the financial 
condition of the company, its future pros- 
pects, and’ your opinion as to the advis- 
ability of a commitment in the stock.— 
J.N. L., Trenton, N. J. 


First National Stores, Inc., is one of 
the very select enterprises that reported 
record-breaking profits for the year just 
closed. The accomplishment of this 
fete in the face of declining commodity 
Prices, lower dollar sales volume and 
generally adverse business conditions, 
places the enterprise in an enviable 
Competitive position among grocery 
chains. During the 12 months ended 
April : 1932, sales volume, on a ton- 
Mage basis, increased approximatel 
134%, which largely offset the 7 
cline in retail prices of 16% during the 
year. As of the above date, the com- 
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pany had in operation 2,205 grocery 
stores, and 341 markets or combination 
grocery and meat stores, the aggregate 
comparing with 2,545 units in opera- 
tion on March 28, 1931. First National 
further strengthened its position by the 
acquisition last month of the Clover- 
dale Co., which operated 277 stores 
and markets in Maine, New Hamp- 
shire, Vermont and Massachusetts. Op- 
erating economies effected during the 
year played a larged part in the highly 
gratifying earnings report published by 
the company. For the fiscal year ended 
April 2, last, net profits amounted to 
$4,825,611 equal, after preferred divi- 
dends, to $5.52 a share on 811,799 
common shares outstanding. In preced- 
ing fiscal year, net earnings amounted 
to $4,479,108 or $5.06 a share on 815,- 
799 shares after allowing for preferred 
dividend requirements. During the 
course of the year, the company pur- 
chased in the open market, $555,000 
of its first mortgage bonds and retired 
$572,000, thus reducing the funded 
debt of the company to $928,000. In 
addition, 2,355 shares of the com- 
pany’s 7% preferred stock were pur- 
chased, and are now being held in the 
treasury, awaiting further disposition. 
Despite these cash outlays, the current 
position at the close of last year re- 
vealed material improvement over that 
of a year earlier. Current assets, in- 
cluding cash and U. S. Government 
securities of $4,770,567 amounted to 
$13,794,249 against total current lia- 
bilities of only $4,276,020. Compara- 
tive figures at the close of the preced- 
ing fiscal year were cash and Govern- 
ment securities of $3,469,948, current 
assets $13,442,235 and total current 
liabilities of $4,434,624. Net working 
capital at the close of last year 
amounted to $9,518,229 against $9,- 
007,611 on March 28, 1931. The 
common stock of the company repre- 
sents a conservative medium for invest- 
ment in the grocery chain store field, 
although purchases should be guided 
by the policies set forth in the market 
article featured elsewhere in the col- 
umns of THE MAGAZINE OF WALL 
STREET. 


INTERNATIONAL CEMENT 


Would you please favor me with @ dis- 
cussion of International Cement? I am a 
contractor and have always regarded the 
company as the best in the industry. I have 
two hundred shares purchased at various 
prices, considerably above present quota- 
tions.—M. F. B., Philadelphia, Pa. 


The sharp recession in the rate of 
building activity superimposed upon 
declining prices for cement, has been 
responsible for the sharp contraction in 
the earnings of International Cement. 
In the early stages of the depression, 
the company was successful in main- 
taining earnings at a comparatively 
satisfactory level. In 1931, however, 
a precipitous decline occurred, and net 
income, equal to $2.17 per share on the 
627,050 shares of capital stock out- 
standing, was 60% below the showing 
in 1930, when per share earnings 
amounted to $7.19. The downward 
trend in earnings has continued in the 
current year, and in the initial quarter, 
a loss of $409,713 or 65 cents a share 
was incurred. The shares were for- 
merly on a $4 annua] basis, but divi- 
dends have been reduced by successive 
stages until last May when no action 
was taken on the regular quarterly pay- 
ment. Given the benefit of more sta- 
bilized prices, it is probable that results 
in the remaining quarters of the cur- 
rent year may show up to somewhat 
better effect, but we can foresee no 
substantial betterment in the company’s 
earnings so long as the present business 
depression curtails industrial and pri- 
vate building activities. While public 
construction undertaken to relieve un- 
employment may have a sustaining ef- 
fect upon the demand for the com- 
pany’s products, the shares will con- 
tinue to reflect in their market action 
the unpromising prospect for the re- 
sumption of dividends for some time to 
come. Under the circumstances, the 
sole basis for remaining identified with 
the situation is provided by the leading 
position occupied by the company in its 
field and its strong financial position, 
factors which will provide a desirable 
bulwark pending more prosperous 
times. 
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Strength Maintained in 
Depression 
(Continued from page 457) 








$5,833,779. The June 30 surplus and 
undivided profits of $70,119,468 com- 
pares with $84,117,707 at the close of 
1929. Bearing in mind the bank's 
known conservatism in accounting, this 
relatively small shrinkage indicates that 
it has come through the depression 
period in excellent shape. Deposits 
total $530,773,953. Book value as of 
June 30 was $86.78 per share. The 
annual dividend is $7, yielding 7.5 per 
cent at the recent price of $93. The 
fact that the issue sells slightly above 
book value, whereas the average bank 
stock sells well under book value, may 
be taken as indicative of superior mar- 
ket standing. 

Bankers Trust, “a Morgan bank,” 
was organized only twenty-eight years 
ago and experienced a remarkable 
growth. Between 1919 and 1929, for 
example, deposits increased from ap- 
proximately $332,000,000 to $606,- 
000,000, surplus and undivided profits 
increased from $18,000,000 to $82,- 
000,000 and indicated annual earnings 
increased from $4,800,000 to $12,700,- 
000. Its activities include commercial 
banking, corporate and personal trusts 
and the distribution of securities, both 
wholesale and retail. The latter busi- 
ness, formerly handled by a securities 
affiliate, is now conducted by the in- 
stitution’s bond department. 

This institution is regarded as one 
of the strongest and most capable in 
the country. It is one of the very few 
banks which has increased its total capi- 
tal funds in the half-year, the total 
being $101,847,848 on June 30, as 
compared with $100,020,337 at the 
close of 1931. Before dividend pay- 
ments of $3,750,000 the increase in sur- 
plus for the period was $5,577,477. 
Since 1929 surplus and undivided 
profits have declined from $82,631,388 
to $76,847,848, an excellent showing in 
a period of unprecedented depression. 
Deposits total $546,614,377. The divi- 
dend is $3, yielding 6.3 per cent at the 
recent price of 47. Book value as of 
June 30 was $40.74 per share. 

The Chemical Bank & Trust Co., 
with deposits of $275,688,127, is much 
smaller than either Central Hanover or 
Bankers Trust, but is a compact, ultra- 
conservative and highly efficient or- 
ganization. It shares with Bankers 
Trust the distinction of having in- 
creased its total capital funds during 
the trying six months’ period recently 
ended, the total standing at $66,260,- 
562 on June 30, against $65,758,832 
at the close of 1931, despite payment 
of dividends of $1,890,000 during this 
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period. Moreover, during the eighteen 
months between December 31, 1930, 
and June 30, 1932—taking in the most 
acute phase of the depression—Chemi- 
cal’s surplus and undivided profits in- 
creased from $43,425,968 to $45,260,- 
562. This institution, which started in 


1822 as a chemical manufacturing com- - 


pany and became a bank two years 
later, does a well-rounded commercial 
and trust business. It is one of the 
most liquid of banks, its quick assets 
being estimated at approximately 98 
per cent of deposits. Book value is 
$31.31 per share. The dividend of 
$1.80 yields 6.2 per cent at the pre- 
vailing price of 29. 

The Irving Trust Company, with de- 
posits of $385,387,510, is a close match 
for Chemical in the conservatism of the 
policy that has been followed through- 
out this depression. Its total capital 
funds of $125,137,163 on June 30 
compares with $125,506,711 at the 
close of 1931. Before dividend pay- 
ments of $4,000,000 in this period there 
was an actual gain of $3,630,452 in 
surplus. As evidence of conservative 
management, surplus and undivided 
profits since December 31, 1929, have 
declined only from $83,740,994 to 
$75,137,163. The bank’s commercial 
and trust activities effectively comple- 
ment each other. It has the added and 
profitable advantage of handling all 
Federal receivership in this district. 
Book value of the stock is $25.03 per 
share. The dividend of $1.60 yields 
10 per cent at the recent price of 16. 








Our Stake in Chile 
(Continued from page 460) 








control and distribution through the 
army of all foodstuffs and announces 
state monopolies for oil, matches, 
tobacco, sugar, alcohol and foreign 
trade. Socialization of credits with an 
intermediate moratorium on all private 
indebtedness is in progress. 

Until next October, when a new con- 
stitutional assembly is due to meet, it 
is uncertain whether those industries in 
which we are largely interested will be 
taken over by the state. It seems cer- 
tain that the American controlled 
nitrate industry, in which the govern- 
ment is already a partner most cer- 
tainly will be, but control of utilities 
and copper mines is in doubt. 

In the casual manner in which gov- 
ernments are overthrown in Latin 
America, it is, of course, entirely pos- 
sible that the socialist forces may be out 
of power before nationalization of in- 
dustries affecting American interests 
goes to any great lengths, but mean- 
while the situation will bear close 
watching by investors in this country. 








Has Tampering with Currency 
Base Depreciated Money 
Value? 


(Continued from page 446) 








balancing. The noble and painful 
gesture of reducing outgo and increas- 
ing income has been made. The ulti- 
mate effect on the dollar cannot but 
be favorable, unless some new calamity 
is just around the corner. 

Finally, we must recognize the fact 
that even leaving Reconstruction 
Finance Corporation potential future 
obligations out of the picture the past 
fiscal year saw the public debt sky- 
rocket to the extent of three billion 
dollars, it being on June 30, something 
over 19 billion dollars. That is a big 
additional load on the Government's 
credit, and may be reflected finally in 
confidence in the dollar. It all depends 
on what is behind the curtain of the 
future. , 

The hoarding menace is what the 
courts would call an act of God rather 
than of governments. It is part of the 
incidence of economic fear. Doubt- 
less Congressional procrastination in 
cutting appropriations and expenditures 
and the penchant of the lower house 
for economic buffoonery whipped up 
hoarding at times. But at other times 
congressional action checked it. Largely 
due to hoarding, the amount of money 
in so-called circulation has been in- 
creased to 5,735 million dollars, a gain 
in twelve months of 940 million, as 
the accompanying graph shows. Total 
reserve bank credit has increased by 
1,500 million, Federal Reserve notes in 
circulation have gained by 1,100 mil- 
lion, and the monetary gold stock has 
gone down by a billion. All this looks 
like theoretical impairment of the dol- 
lar, and it has the net result of lower- 
ing the reserves behind notes and de- 
posits by almost thirty points. Never 
theless the gold reserves, despite the 
liberalizing legislation, hoarding and ex- 
ports are almost a billion dollars in 
excess of the legal requirements. 

The general conclusion is that back- 
ing of the dollar has been reduced by 
the events, within and without the con- 
trol of the government, that have tran- 
spired since last September. But the 
prediction is made that the reduction 
will be offset by the broader powers of 
the Federal Reserve, by the improve: 
ment in the public psychology which 
has resulted from some of the acts 
which have curtailed the direct sup- 
port of the dollar. A saving clause 
must be put in as regards the national 
bank issue provision. But that is to- 
morrow’s worry, and like other worries 
it may never come. 
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Anaconda Copper Mining Co. 
(Continued from page 466) 








that if demand could justify the pres- 
sure, Chile Copper could turn out 
700,000,000 pounds of copper a year 
at an annual cost of approximately 4 
cents a pound. Then there is the 
Andes Copper Co. and the Greene 
Cananea Copper Co. both of which 
Anaconda controls and on which it has 
expended large sums of money. Is 
there any wonder that Anaconda op- 
poses a tariff which hinders it receiving 
a return from the capital it has invested 
abroad? 

Furthermore, to add insult to injury, 
Anaconda in addition to being the 
world’s largest producer of copper is 
also the world’s largest fabricator of 
the metal. Its plants are located in 
this country and should the tariff be- 
come effective it means that the com- 
pany would have to buy a tremendous 
quantity of copper at a price higher 
than the world price, while at the same 
time possessing ample producing facili- 
ties abroad which were bearing the full 
brunt of world competition. 

In 1928, the year prior to the de- 
pression, the American Brass Co., an 
Anaconda subsidiary turned out more 
than 778,000,000 pounds of manufac- 
tured products. Anaconda’s own Great 
Falls mill in Montana rolled more than 
164,000,000 pounds of copper into rods, 
bars, wire, etc. Allowing for the zinc 
and other metals used by the American 
Brass Co. we arrive at the conclusion 
that Anaconda fabricated some 825,- 
000,000 pounds of copper in a year 
when domestic consumption was but 
1,896,000,000 pounds, or more than 
43% of the total. 

It is not, however, quite certain that 
Anaconda will allow its producing 
facilities abroad to languish while it 
buys high priced copper from others to 
feed its mills. Suppose it were to say 
to domestic producers “you have suc- 
ceeded in bringing about this unjusti- 
fiable tariff but I, as the greatest user 
of copper, refuse to be bludgeoned into 
submission. I will bring copper from 
abroad, just as if no tariff existed and 
you will receive no benefit whatso- 
ever.” What is there to be said for 
and against this move? 

Remember that for the tariff to be 
effective consumption must increase 
phenomenally. This means that at least 
part of the necessary pressure could be 
brought to bear upon the Chile Copper 
Co. to produce at 4 cents a pound. As 
the tariff is 4 cents a pound, this means 
that Anaconda could place her own 
Copper in the country at a cost between 
8 and 9 cents a pound. The eleven or 
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so companies which sought the tariff 
represent only some 35% of even our 
domestic production. They are for the 
most part high-cost producers whose 
continued existence under present con- 
ditions is economically unjustified. In- 
deed, not a few of them would un- 
doubtedly have to perform miracles to 
bring their costs to a point where they 
could compete with Anaconda’s tariff- 
paid copper. 

To some extent therefore it would 
seem that Anaconda could refuse to 
subsidize inefficiency. Unfortunately, 
however, there is another point to be 
taken into consideration. While nor- 
mally a dominating factor in the indus- 
try such as Anaconda could afford 
some small expense in showing others 
the error of their ways, so severe have 
been the effects of depression upon 
those for whom copper is the means 
of life that even this giant can stand 
but comparatively little further strain. 

This is shown in a number of ways. 
The company sustained a deficit last 
year and so far during the current year 
there are no indications of any money 
having been made. This is the same 
company which paid, and earned with 
a margin to spare, dividends on its 
common stock of more than $53,000,- 
000 for the year 1929. It is the same 
company which had until recently an 
uninterrupted dividend record, except 
for the years 1921 and 1922, going 
back to the beginning of the present 
century. 

Anaconda’s lack of current earning 
power, however, is probably much less 
serious than the company’s current in- 
ventory position. It has already been 
seen that the total stocks of copper in 
the United States are truly mountain- 
ous in comparison with present con- 
sumption—at least two years’ supply. 
Well, it seems that Anaconda is carry- 
ing at least a fair share of them. 

According to the latest financial 
statement dated December 31, 1931, 
the company carried inventories of 
manufactured products on hand and in 
process at nearly $65,000,000, at the 
then current market prices. This was 
some $4,000,000 less than a year pre- 
vious and $20,000,000 below stocks at 
the end of 1929, but still considerably 
above the average for the 1924 to 1928 
period. In volume, of course, the latest 
inventories were undoubtedly greatly 
in excess of any previously carried be- 
cause of the decline in price. 

In connection with the most recent 
inventory it is impossible to disregard 
another balance sheet item of similar 
proportions, notably notes payable of 
$61,500,000. Now if it is true that 
total United States stocks of copper 
have increased materially since the first 
of the year, is it not reasonable to as- 
sume that those of Anaconda in par- 
ticular have increased? And if Ana- 





conda’s stocks of metal have increased, 
in consideration of the fact that the 
company had but slightly in excess of 
$6,000,000 in cash on hand at the end 
of last year, it may reasonably be as- 
sumed that its bank loans have in- 
creased. too. Moreover, there is the 
further drop in copper prices which 
has taken place since the first of the 
year. This has been around 2 cents a 
pound and represents a decline of 
nearly 30% in value over the last six 
months. 

Are the bankers beginning to worry 
about their money? Perhaps. And if 
this be so, it would seem that Anaconda 
is not only faced with the difficulty of 
maintaining a predominant position in 
the industry under the altered condi- 
tions which prevail, but will have a 
hard time keeping financially afloat. It 
is of course obvious that $60,000,000 
or so worth of copper under present 
conditions is a far from liquid asset and 
Anaconda would undoubtedly give a 
great deal to be definitely freed from 
the threat of banking pressure. In 
view of this the company seems likely 
to set itself to saving nickels with all 
the power at its command and might 
possibly consider it the best policy to 
allow the tariff protected interests their 
way for the moment, on the assumption 
that the tariff has little chance of be- 
coming effective within the time limit 
set by the present law. 

There are other aspects of the latest 
import levy which have not yet been 
mentioned. Our refinery business is 
tremendous. Heretofore foreigners 
have shipped their ores to us, we re- 
fined them for their account, and 
profited handsomely in doing it. They 
cannot of course continue to do this in 
the face of an effective tariff and the 
German and British refineries may be 
expected to gain at our expense. 

Then there is our export business in 
fabricated copper products. Germany 
is already demanding a tariff on copper 
manufactures from this country. Eng- 
land might well place a practical em- 
bargo upon American copper just the 
moment she is independent of our sup- 
plies to do so. Indeed, it might well 
be said that American capital which 
has for so long dominated the world 
copper industry is trying to sacrifice 
that position for the extremely doubt- 
ful benefits of better control of the 
home market. 

There are already indications of the 
way the wind is blowing. Copper Ex- 
porters, Inc., the American organized 
agency for copper producers selling 
abroad, has just lost a number of im- 
portant members. Among them are 
the International Nickel Co., Cerro de 
Pasco Copper Corp. and Chile Copper, 
Anaconda’s subsidiary. Further with- 
drawals are likely to break up the or- 
ganization entirely. There might even 
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New York Curb Exchange 











now of thought rather than figures, 
What business thinks, that it will be. 
The farmer and the speculator may 
provide the material for some inspiring 
business thought. 








IMPORTANT ISSUES 
Quotations as of Recent Date 


Price Range 
————{ Becent 

Name and Dividend High Low Price 
Alum. Co. of Amer.......... 61% 22 41% 
Alum, Co. of Amer. Pfd. (8) 67% 88% 44 
Aluminum, Ltd. .......+.... 22 8 15 
Amer, Cit. P. & L. B........ 8 5% 
Amer. mld Bivccccscce 5 1% 8% 
Amer. & Foreign Pwr. 5 1 
Amer. un, Mach, (1.20) 17 8 10 
Amer. Gas Elec, (1)...... 38% 14% 21% 
Amer. Lt, & Traction (2%).. 24 10 

Superpower .......... 4% 1% 2% 
Assoc. Gas Elec, ‘‘A”’ (Stk. 

BUND Metre se A Ucanaecsen % % 1 
Brazil T. L, & P. (8%) Stk.. 18%  j 8 
Central States El........... 2% % 1% 
Cities Bervice ..........+.++ 6% 1% 4 
Cities Service Pfd. .......... 538% 10 20 
Cleveland Elec, Illum. (1,60) 30 19 24 
Commonwealth Edison (5)... 122 49% 6&2 
Commonwealth & So. eR fy % 
Consol, Gas Balt. (3.60)..... 68% 37 51 
eS eee rr: sere 8 2% 
Deore & O00. ...cccccccccees 14% 8% 1% 
Duke Power (5) ......++.-.. 78% 6&1 40 
Elec, Bond & Share (6% stk.) 32% 5 
Elec, Bond & Share Pfd. (5). 64 16% 26 


1982 
Price Range 
——"——*,, Eecent 
Name and Dividend High Low Price 
Fajardo Sugar .............. * 35 9% 35 
Ford Motor, Oan, A......... 15 5 6% 
Glen Alden Coal ............ 224% 6 10 
Goldman Sachs T............ 81% 1 1% 
Gt. A. & P. Tea n.-v. (6%).. 150 108% 121 
a OS ay eee 35% 23 32% 
Hecla Mining .............. 5% 2 3 


Hygrade Food Prod......... 4 1% 8% 
Lone Star Gas (,64)........ 

Nat. Sugar N. J. (2)........ 28% 1 
Newmont Mining ........... 14% 4% 9% 
New York Steam (2.60)..... 55 

Niagara Hudson Pwr, (New) 14% 71% 11% 
grb “2 ras $1 14% «31 
Penroad Corp, ......-s.eeees 3 1 2 
Safety Car L. & H 





RPE TS 81% 12% 16% 
Salt Creek Prod, (1)........ 4y, 2% 4y, 
St. Regis Paper ............ 1% 2% 
Standard Oil of Ind, (1)..... 22% #$18% #21% 
Standard Oil of Ky. (1.20).. 15% 8% 12% 
ee 6 See ee 18% g 11% 
ae Sere 26 10 18% 
United Founders ............ 2% 1% 
United Lt. & Pow. A........ 8% 1% 3% 
United Gas Corp. ........... 2% &% 1% 











be another organization of foreign pro- 
ducers along the same lines which, hav- 
ing been shut out of our market, might 
easily make it extraordinarily difficult 
for us to do business abroad. 

That Anaconda is alive to the dan- 
ger contained in the disintegration of 
Copper Exporters, Inc., is shown by 
the recent efforts to cement the cordial 
relationship existing with the Belgium 
interests controlling the Katanga mines 
in Africa. In this way it might still be 
possible to have the world marketing 
of copper on a more or less co-opera- 
tive basis, particularly if other interests 
would enter the new combine. 

But what actually will take place and 
how Anaconda will really meet the 
changed conditions only time of course 
will tell. But find some solution 
it must, or see its own foreign sources 
of supply dwindle in value, see an ex- 
port business in manufactured copper 
hurt by retaliatory measures abroad, 
and see a predominant world position 
built up by years of hard work ‘sacri- 


ficed. 








This Year’s Crop May Bring 
Business Turn 
(Continued from page 444) 
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billion in the past decade. In fact, the 
farm income is back to the averages of 
thirty years ago. But what the farmer 
buys has not fallen with his gross in- 
come. His income is down at least 50 
per cent and his buying prices are still 
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higher than they were in 1914. He is 
caught in the scissors. That is why 
although farmers still eat comfortably 
they have become economic zeros. 
Here is the appalling fact that results: 
Agriculture — American agriculture— 
had no net income in 1930. In 1931 
it had a net loss. It must revive or 
perish. 

It may be that the realization that 
agriculture is deflated to the nth 
degree and beyond, whatever the stage 
of deflation elsewhere, has turned the 
eyes of the forecasting world to it 
from the urban industries. Whatever 
has, in the price sense, already hit the 
ultimate and impenetrable bottom ob- 
viously is open to an ascent before 
commodities that have room for fur- 
ther plunge. Manufactured products 
are out of line with farm products and 
raw materials. There is room for them 
at the bottom. The speculative sixth 
sense may feel that. the one great op- 
portunity is in agricultural products 
Recent rises in some agricultural prices 
seem to indicate prophecy rather than 
reality. Speculation may be the cause. 

The speculator is sometimes more of 
a realist than the statistician. The 
price that he works up by manipulation 
may be the true price. So it was after 
the depression of 1895-97; the wheat 
speculators set the fires of prosperity 
aburning. A turn in agricultural prices 
will prove to a doubting world that 
there is a bottom and an end of business 
depression, and that the world will 
come back from .collapse, just. as. it 
always has, and possibly sooner than 
in the last great post-war slump—that 
of .1873 ‘to 1879. . It’s mostly a case 





The Panic of 33 
(Continued from page 448) 








action caused an immediate rise in for- 
eign securities. Roman citizens who 
bought such obligations could now take 
the usual legal recourse if payment 
was withheld. 

The agricultural program, which had 
already cost such vast sums, was to be 
abandoned. ‘This stopped the further 
liquidation of other securities by all 
those affected by this legislation. This 
liquidation had been going on for 
months, ever since the Senate had 
decreed the agrarian measures. Tacitus 
comments: “Like most plans of re- 
formation, it was embraced at first with 
ardor, but the novelty ceased and the 
scheme came to nothing.” 

From the imperial treasury Tiberius 
set aside the sum of $4,000,000 which 
was to be used for the rehabilitation of 
business. There were certain condi- 
tions attached to the loan. The banks 
were to reloan the money to the needi- 
est businesses. No interest was to be 
charged for three years. The security 
had to be real estate, and of double 
the usual amount of such security. 

Almost overnight the real estate mar- 
ket strengthened. Lands which were 
being sacrificed at almost any price, 
which had found no purchasers, now 
became the basis for desirable loans. 
The upturn began. 

Rates of private lenders dropped 
almost immediately. In a short time 
money was bringing the usual one per 
cent per month. With money again at 
normal, and in some cases below nor- 
mal rates, the panic was allayed. News 
came from the other financial cen- 
ters, from Alexandria, Carthage, and 
Corinth, that business was again ap- 
proaching normal. 

This was the great panic of the con- 
sulship of Galba and Sulla, a series of 
events which occupied the public mind 
to the exclusion of almost everything 
else. In the excitement, minor happen- 
ings went unnoticed. One of these un- 
important events was mentioned in an 
oficial report from the province of 
Judaea. It recited how the Roman 
governor, Pontius Pilatus, had put 
down an incipient uprising by the 
prompt crucifixion of the ringleaders, 
a certain Christus and two bandits. 
But like all official reports, it was filed 
away to gather dust in the archives, 
while the people occupied themselves 
with affairs of moment. 
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What Second-Quarter State- 
ments Show 
(Continued from page 459) 








——— 





$20,452,173 after all charges, as com- 
pared with a deficit of $13,218,549 in 
the first quarter and with a profit of 
$7,391,355 in the second quarter of 
last year. The second-quarter show- 
ing was the worst in the company’s 
history. 

Among other large industrial com- 
panies two reports are of especial in- 
terest. Westinghouse Electric & Manu- 
facturing Co. reports a loss of $1,881,- 
979 for the second quarter, as com- 
pared with loss of $1,320,148 in the 
first quarter and a profit of $926,604 
in the second quarter of last year. Con- 
structive economies instituted by the 
company in the last two years to re- 
duce costs are officially reported to have 
effected savings in excess of $3,400,000 
amonth. This fact appears to indicate 
that even a moderate improvement in 
the company’s volume of sales could 
quickly be translated into substantial 
profits. 

The General Electric Co. remains on 
the profit side of the ledger, despite a 
43 per cent decline in sales for the 
first half of the year, as compared with 
the first six months of 1931. Profit in 
the second quarter was $3,788,277, or 
11 cents a share on the stock, against 
$11,323,139, or 37 cents a share, in 
the second quarter of last year. Op- 
erating expenses have been drastically 
reduced. The almost unique conserva- 
tim of this company is reflected strik- 
ingly in its balance sheet. After write- 
offs, the net book value of plant invest- 
ment is carried at $46,000,000, or less 
than $3,000,000 in excess of the actual 
cost of plant investments made during 
the last three years. Total current as- 
sets are $219,000,000 and current lia- 
bilities only $28,000,000. 








Readers’ Forum 
(Continued from page 470) 








Now if business got going too good 
this money could be taken out of cir- 
culation again by floating bonds. 

By this plan business could be regu- 
lated and held in check both ways, the 

vernment would save interest on the 

nds thus retired, the tax just started 
could be lowered or discontinued and 
if the Government so desired they 
could cause prices and wages to ad- 
vance to a point where the war debt 

could be paid off in a couple of years. 
do not advocate going to extremes 


for AUGUST 6, 1932 


such as stated above, and. just wrote 
that to show what could be done with 
a weapon as powerful as this——JOHN 
Bitters, Big Run, Pa. 





Can Production Be Controlled? 


Editor, READERS’ FoRUM: 

You ask in a recent number if the 
United States Can Recover Alone. In 
large measure, yes, by the simple device 
of regulating production to consump- 
tion, by abolishing the Sherman Act 
and creating co-operative regulation of 
industry under the Federal Trade. 
Board. 

Relentless, compulsory competition is 
the most destructive, expensive and 
senseless scheme ever devised and un- 
worthy of the intelligence of any peo- 
ple. 

The principle of the survival of the 
fittest is cruel and devastating. 

The principle of the devil take the 
hindermost means that we all get the 
devil. 

Will you lead on the road to reason? 
—Rosert J. CALDWELL,—Mill Neck, 
Ll. F. 





Wages and Depression 


Editor, READERS’ FoRUM: 

Mr. Bankes’ article on wages in 
your issue of April 30th interested me. 
I am not sure that I agree with him 
entirely in the details of his solution 
but it is something to work on. I think 
wages have been raised too rapidly. 
For one thing, I think less machinery 
would have been invented had the rise 
been more gradual, say from 5% to 
12% in a decade. 

Why, if food is down 28%, should 
not the $1,000 a year man be cut as 
well as the $3,000 a year man? In 
many programs I note that he is ex- 
empted and yet it seems to me that the 
necessities have fallen in prices as much 
as the luxuries. I am interested in get- 
ting taxes and the things the farmer 
buys down for him. It seems only fair 
—hasn’t he been the longest sufferer? 

The too-rapid rise in wages, the 
spending of people’s future or possible 
earnings credit, and a too high tariff, 
to my mind, have been great offenders 
to the country’s well being.—Jessiz K. 
Cray, Minneapolis, Minn. 





More on Inflation 


Editor, READERS’ FORUM: 

The article on Inflation by Mr. Wel- 
don in your May 28th issue is timely 
and very interesting. But isn’t that pic- 
ture of the course of inflation on page 
184 drawn from a European model? 
Aren't the conditions therein described 
dependent upon a progressive liberation 
of debtors? And how is that possible 
in the United States where, unless I 
am misinformed, not only the over- 








whelming majority of bonds, but like- 
wise mortgages and bank loans, are 
payable in gold? 

So far as I can gather prices in terms 
of gold actually fall during infla- 
tion. while prices in terms of paper 
money are rising. Unless Congress 
should declare void the gold payment 
clause in all contracts, and should be 
upheld by a Supreme Court decision 
quite contrary to rulings by that court 
in similar cases after the Civil War, it 
would seem that the conditions would 
be vitally different from those obtain- 
ing in Europe. 

I cannot but feel doubtful that the 
orgy of inflation you describe could oc- 
cur in this country. But, as you ap- 
parently disagree with me, I would 
deem it a great favor if you will point 
out any flaws in my premises or rea- 
soning. It may be that you have in 
mind a precedent for that picture of 
inflation against a background of wide- 
spread gold-payment contracts such as 
prevails in America today ALONZO 
Kaw, Santa Barbara, Calif. 





Debt Cancellation 


Editor, READERS’ FoRUM: 

The April 16 edition of the Maca- 
ZINE OF WALL STREET contained an 
article quoting the views of Mr. 
Bernard M. Baruch on foreign debt 
settlement. 

I wish heartily to endorse the idea 
expressed by him that foreign debts 
be paid in kind or in foreign cur- 
rency. I would of course prefer to 
see them paid in gold but that method 
appears impossible and cancellation as 
Mr. Baruch states is undesirable and 
should not be considered. 

When Congress reconvenes in De- 
cember I hope Mr. Baruch’s recom- 
mendation will come to the attention 
of the members of the Senate and 
House through your magazine or 
some other organization—ANcus J. 
CAMERON, Forest Lake, Minn. 

” 








Bonds Respond to Allayed 
Fears 


(Continued from page 461) 








been generally well taken by the in- 
vesting public. Demand for such 
prime issues does not, of course, indi- 
cate that the market for new securities 
has by any means been restored to com- 
plete health. Underwriting bankers 
are feeling their way and testing the 
market’s absorbing qualities. The -re- 
funding operations of three former In- 
sull utilities are imminent and should 
supply a significant test of improved 
sentiment. 
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MEN, MONEY AND MERGERS 
By Georce L. Hoxie 
The Macmillan Co., New York 


ECAUSE professors can write 

and most business men cannot, 

except through pallid “ghosts,” 
we have a flood of subversive economic 
literature. If one were to take the 
great number of more or less popular 
works on economics which the depres- 
sion has brought out as the criterion, 
he would conclude that individualism 
had been tried and found wanting and 
that the door now opens on universal 
socialism. It was high time for such 
a book as Mr. Hoxie’s to appear. He 
is a former professor who has tempered 
theory with experience, having for- 
‘saken the academic career for that of 
an applied economist, as economist and 
research engineer for a large operating 
electric power company. 

The book has an air of propaganda 
because the author draws his illustra- 
tive facts largely from the power in- 
dustry and frankly takes the role of its 
champion against the swarm of critics 
who have assailed it. But why not 
propaganda? It’s about time for some- 
one to take up the printed page in 
frank defense and even laudation of 
the power companies. If we must have 
propaganda why limit it to the destruc- 
tionists? 

Mr. Hoxie extols capitalism on al- 
most every point on which it is assailed. 
About the only feature which alarms 
him is the snowballing of wealth in 
the hands of the few. He concedes that 
perhaps the State will have to step in 
and distribute estates at death, by com- 
pelling, for example, the division of 
the large holdings of an individual 
among the people who co-operated wita 
him in gathering his pile. 

Socialism is attacked in its chosen 
lair of the common good. A strong 
case is made for the proposition that 
with all its admitted shortcomings 
capitalism has historically done a better 
job for the people than any socialism 
or near-socialism has ever done. The 
great present socialism, Russia, which 
so enchants many of our professors, is 
virtually dismissed as a system of 
slavery, being which, it has lost its case 
at the very beginning. Who wants 
to be a slave? The Russian people are 
not working out their own salvation. 
They are merely taking orders. They 
have added economic to their former 
political subjection. The success of the 
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five-year plan or any succession of such 
plans proves nothing to Mr. Hoxie. It 
is only the Russian way of catching up 
with the rest of the world. What is 
it going to do when it catches up?— 
that is the question. Competent capi- 
talism with equal power would prob- 
ably have done a better job than Stalin, 
more slowly perhaps but with less 
cruelty. The continuation of Russian 
socialism is a matter of psychology. 

Capitalism’s answer to the mass con- 
trol of socialism is to be found in con- 
solidations and mergers, Mr. Hoxie 
thinks, tempered by public regulation 
and disciplined by the political strength 
of the masses in democracies. Thus 
business is left in the hands of the fit- 
test but bent to the general good by 
the public will whenever it deve! ps, 
in response to the greed of its managers 
and owners, toward the subservience of 
the common to the selfish good. 

The writer once fell in with a Rus- 
sian who had been converted from 
socialism to capitalism by the chance 
discovery during a long illness that the 
argument is not all on the side of com- 
munism. He was amazed to find at the 
end of six months of reading that the 
written case for capitalism is stronget 
than that for socialism. ‘That is the 
trouble with‘ most of our parlor social- 
ists. Under a barrage of Utopian books 
which has silenced the polemics of 
capitalism, they are unaware of the 
other side. If they are not fearful of 
seeing the light they will read “Men, 
Money and Mergers.”"—T. M. K. 





ANALYZING OUR INDUSTRIES 


By Ceci, E. FRASER 
AND 


GeorcE F. Doriot 
McGraw-Hill Book Co. 


NVESTORS and business men 
often display great interest in mat- 
ters relating to industrial trends 

and profits but encounter difficulty in 
finding this information classified by 
corporate divisions. To understand 
the essentials of large-scale industrial 
development in spheres dominated by 
corporations it has heretofore been nec- 
essary to combine numerous researches 
into a unified picture. Analyzing Our 
Industries, however, contains a co- 
herent account of the historical growth, 
magnitude and probable future status 
of the major industrial groups situated 


principally in the United — States. 

A dry statistical approach is well 
avoided but sufficient tables are in- 
cluded to reveal major aspects without 
loss of perspective, and the numerical 
illustrations are so smoothly integrated 
with the text that the interest of the 
reader does not falter. Numerous 
graphs of good draftsmanship are used 
to bring out industrial growth, stock 
prices of individual corporations under 
specific conditions, and earnings trends. 
The authors reveal critical discrimina- 
tion in their selection of tabular data 
and analyses, and the whole work js 
characterized by a closely condensed 
but lucid style. 

The treatment of subject matter is 
confined to industrial divisions in which 
large-scale corporate organization pre- 
dominates. Growth and magnitude are 
subordinated to problems of corpora- 
tion survival and profits. The latter 
emphasis makes the book worthy of 
careful reading by any stockholder 
having a stake in American business 
ownership, and particularly so if he 
possesses shares of the larger indus- 
trials. 

Notwithstanding the thoroughness of 
the treatment of the chapter contents, 
certain major industries have been 
omitted from the book entirely. The 
most important of these are the chem- 
ical and electrical equipment businesses, 
which, because of their great poten- 
tiality would seem desirable of inclu- 
sion. 

Of unusual interest is the complete 
treatment of industrial groups which 
have been but sketchily outlined in pre- 
vious literature, such as aviation, ma- 
chine tools, paper, cement and farm 
equipment. Well-indexed and of a 
clear type style, this volume should be- 
come a welcome addition to any in 
vestor’s library.—T. J. B. 





LIQUEFIED WEALTH 
By Henry C. CuttTinc 
Henry C. Cutting, Oakland, Calif. 


HIS book adds to the many sug’ 
gestions already offered in these 
difficult times, for making credit 


‘about as common as wealth. The cen- 


tral idea is to make property easily con- 
vertible into credit and so into cash. 
The banks would be compelled to lend 
on any valuable property and the loan 
would take the form somewhat of an 
open line of credit. The loans would 
be practically perpetual if the value of 
the property persisted and the bor- 
rower preferred paying interest to pay 
ing them off. The scheme would give 
the country an ample supply of money 
right away if there is any property that 
is not already plastered to the limit— 
T. M. K. 
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Coming Months Will Offer 
Rare Market Opportunities 


WE feel that the remaining months of 1932 will present the best market op- 

portunities of the year. There will be reactions, of course, but under 
our guidance they will represent periods of accumulation for selected issues that 
have established a basic bottom and offer outstanding profits with the least risk. 


30% Profit To Date This Year Through Our Trading 
Advices—With Larger Profits Expected 


This is our record established during the critical and abnormal market phases 
since January 1—in a period when so many suffered disheartening losses. It 
is an indication of the highly profitable results we would expect to secure for 
you during the more natural swings of coming months. You can make these 
intermediate market moves bring you substantial profitt—through our definite 
Trading Advices. 


Greatest Investment Opportunities in 35 Years With Potential 
Leaders Selling in Low-Priced Class 


Our Unusual Opportunities comprise sound low-priced common stocks that offer maximum 
market profits with a minimum outlay. Our Bargain Indicator consists of dividend-paying 
common stocks entitled to an investment rating that hold exceptional possibilities for price 
appreciation. Through these recommendations we will endeavor at all times to have you keep 
your investment funds in the securities of those companies that have turned the corner and 
are destined for rapid recovery. 


You can, as a Forecast subscriber—using your present holdings if you wish—conduct an 
aggressive program to recoup your losses and build up your capital as rapidly as is con- 
sistent with safety. ACT NOW, and you will get in on the right securities at bargain levels. 


With a capital or equity of $1000, you can take full advantage of our Trading Advices or 
Bargain Indicator. $500 is sufficient for our Unusual Opportunities. 


Mail the coupon below with your remittance—TODAY. 








Her 


8 This Complete Service for Six Months Only $75 
(a) (b) (c) (da) 
Trading Advices following Speculative Investments. Investments for Income Investments Mainly for In- 


the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


Low-priced stocks that offer 
outstanding possibilities for 
price appreciation over a 
moderate period. Recom- 
mended and carried in our 
Unusual Opportunities. 


and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 


Tue INVESTMENT AND 


Bustness Forecast 
of 

The Magazine 
of 

Wall Street 


in ( 





in (c). 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that I am entitled to the complete service outlined above. ($150 will cover a 13 
months’ subscription.) 
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0 Telegraph me collect your Bargain Indicator recommendations and thereafter as described 
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J Telegraph me collect your Trading Advices and thereafter as described in (a). 
Telegraph me collect your Unusual Opportunity recommendations and thereafter as described 








Investment Agsurance 


a * 0665 


Only by subjecting your investment holdings to continuous observa- 
tion can you be assured that they will be safeguarded and made a 
source of profit. An occasional analysis is not sufficient—for the 
ever-changing financial, business and political conditions necessitate 
frequent revision in your investment program. 


Likewise the most effective handling of your investment account 
calls for considerably more than impersonal and intermittent 
advice. Your counsel must be unbiased—it must be voluntary, 
without your having to ask for it—and it must take into consid- 


eration all of your personal factors. 


The Investment Management Service provides just such counsel. 
It is as specialized and individualized as is possible and built to the 
specifications of each client. Its purpose is to assist the investor 
in building up and maintaining his investment capital, as well as 


his income. 


We shall be glad to send you a descriptive booklet and an outline 
of the actual steps we would take in the solution of your particular 
investment problems. All you need do is send us a list of the securi- 
ties you are holding at present and acquaint us with your require- 
ments and objectives, as well as the approximate amount of addi- 
tional capital available for investment. The information you sub- 
mit will be held in absolute confidence and you will be under no 





cost or obligation whatever. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
90 BROAD STREET NEW YORK, N.Y. 














